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SENATE AMENDMENTS

2 Printing

By: Haggerty H.B. No. 1460

A BILL TO BE ENTITLED
AN ACT

relating to licensing, acquisition, and regulation of manufactured
housing; providing penalties.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Section 1201.003, Occupations Code, is amended
by amending Subdivisions (5), (13), (20), and (23-a) and adding
Subdivisions (l-a), (17-a), (18-a), and (25) to read as follows:

(1-a) "Affiliate" means a person who, with respect to

a license holder, is under the common control of a third person who

has the power to:

(A) directly or indirectly vote 25 percent or

more interest in the license holder or an entity under the authority

of the license holder;

(B) establish policy for the 1license holder,

directly or through a related person; or

(C) hire, elect, or otherwise designate related

persons for the license holder.

(5) "Business use" means the use of a manufactured

home for a purpose other than as a permanent or temporary dwelling.

(13) "Lease-purchase" means entering into:

(A) a lease contract for a manufactured home in

which the lessor retains title; or

(B) another agreement that contains [eentaining]

a provision conferring on the lessee an option to purchase a
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H.B. No. 1460
manufactured home.

(17-a) "New manufactured home" means a manufactured

home that is not a used manufactured home, regardless of its age.

(18-a) "Related person" means a person who, directly

or indirectly with respect to a license holder:

(A) participates in management, policy

decisions, or day-to-day activities subject to this chapter; or

(B) has been found by the department in a final

order to be a related person.

(20) "Salesperson" means a person who, as an employee
or agent of a retailer or broker, sells or lease-purchases or offers
to sell or lease-purchase manufactured housing to a consumer [fex
aay—formofcompensation] .

(23-a) "Statement of ownership and location" means a
statement issued by the department and setting forth:

(A) the ownership and location of a manufactured
home [+#hat—has been—seld—at—a—retail sale—or—dnctalled] in this
state as provided by Section 1201.205; and

(B) other information required by this chapter.

(25) "Used manufactured home" means a manufactured

home for which a statement of ownership and location has been issued

or a manufactured home that has been occupied for any use, except

that the term does not include:

(A) a manufactured home used as a sales model at a

licensed retail location; or

(B) a manufactured home that:

(i) was sold as a new manufactured home;
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(ii) was installed but never occupied;

(iii) had a statement of ownership and

location issued with respect to the home; and

(iv) was taken back from the consumer

because of a first payment default or an agreement to rescind ox

unwind the transaction.

SECTION 2. Section 1201.008, Occupations Code, is amended
by adding Subsection (e) to read as follows:

(e) Notwithstanding a zoning law or any other law, unless

prohibited by an ordinance or charter of a home-rule or general law

municipality, if a manufactured home occupies a specific lot in a

municipality, the owner of the manufactured home may move the

manufactured home from that lot and place another manufactured home

on the lot, provided that the replacement is a newer manufactured

home and at least as large in living space as the manufactured home

that was initially located on the lot.

SECTION 3. Section 1201.053(a), Occupations Code, is
amended to read as follows:

(a) The board [é4xeetor] shall adopt rules[—issue—ordersy)
and otherwise act as necessary to:

(1) comply with the National Manufactured Housing
Construction and Safety Standards Act of 1974 (42 U.S.C. Section
5401 et seq.), including adopting and enforcing rules reasonably
required to implement the notification and correction procedures
provided by 42 U.S.C. Section 5414; and

(2) provide for the effective enforcement of all

HUD-code manufactured housing construction and safety standards in
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order to have the state plan authorized by the National
Manufactured Housing Construction and Safety Standards Act of 1974
(42 U.S.C. Section 5401 et seq.) approved by the secretary of
housing and urban development.

SECTION 4. Sections 1201.054(b) and (d), Occupations Code,
are amended to read as follows:

(b) If requested by any member of the public, the board

shall hold a hearing on any rule that the board proposes to adopt,

other than a rule proposed for adoption under emergency rulemaking.

The board must provide notice of a hearing under this subsection not

later than the 10th day before the date the hearing is scheduled to

be held. If a rule is adopted under emergency rulemaking, only the

requirements of Chapter 2001, Government Code, apply [A—proposed

(d) A rule takes effect on the 30th day after the date of

publication of notice that the rule has been adopted, except that a
rule relating to an installation standard [stardards] may not take
effect later than the 60th day after the date of publication of
notice unless:

(1) the board determines that an earlier effective

date is required to meet an emergency; and

(2) the installation standard is adopted under the

emergency rulemaking provisions of Chapter 2001, Government Code.
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SECTION 5. Section 1201.058, Occupations Code, is amended
to read as follows:

Sec. 1201.058. [AMOUNT OF] FEES. a) The board shall

establish in reasonable amounts [the] fees [impesed—under—Sections
+204-055=1201-057inamounts—thatare—reasonableand-necessary] to
cover any purpose under [the—ecostef administering] this chapter.

If the department rules under this chapter provide an option to file

a_document electronically, the department may charge a discounted

fee for the electronic filing.

(b) Ten dollars of the fee for each purchase, exchange, or

lease-purchase of a manufactured home shall be deposited to the

credit of the trust fund and used for the protection programs

described by Subchapter I.

(c) A fee imposed by this chapter or a rule under this

chapter is:

(1) earned on the date the applicable payment 1is

received by the department; and

(2) not subject to refund.

(d) Notwithstanding Subsection (c), the director may, in

limited and appropriate circumstances and in accordance with rules

adopted by the board, approve the refund of fees.

SECTION 6. Sections 1201.101(d), (f), and (g), Occupations

Code, are amended to read as follows:

(d) A person may not act as an installer [pexfoxm—an

éas%a44a%éea—ﬁune%éea—en%mam&@ae%u*eé—he&séag] in this state unless

the person holds an installer's license.

(f) A person may not act as a salesperson of manufactured
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housing unless the person holds a salesperson's license. A
retailer or broker may not employ or otherwise use the services of a
salesperson who is not licensed. A licensed salesperson may not
participate in a sale of a manufactured home unless the sale is

through the retailer or the broker who sponsored the salesperson's

application as required by Section 1201.103(d4d).

(g) A person may not make an announcement concerning the
sale, exchange, or lease-purchase of, or offer to sell, exchange,
or lease-purchase, a manufactured home to a consumer in this state
through an advertisement unless the person holds a manufacturer's,
retailer's, or broker's license. This subsection does not apply to:

(1) a person who is not required to hold a license as

described by Section 1201.102 [ £o—whoma—statement—ofownership and

(2) an advertisement concerning real property on [+e]

which there is a manufactured home that has been converted to real

property in accordance with Section 1201.2055 [pexmanently
attached] .

SECTION 7. Sections 1201.102(a), (b), and (c), Occupations
Code, are amended to read as follows:

(a) A licensed installer may employ an unlicensed person to

assist the installer in performing installation functions if the

licensed installer supervises the unlicensed person and maintains a

list of all unlicensed persons employed. The director may issue an
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order to prohibit a person who is not licensed as an installer from

performing installation functions without the supervision of a

licensed installer.

(b) A license holder may engage a person who is not licensed

under this chapter but holds another license issued by this state to

provide goods and services in accordance with that license,

including the installation or connection of air conditioning,

plumbing, or electrical systems.

(c) A person who [Ar—employee—who—acts—ac—an—-agentof—a

o ocasraxraod b
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corporation—that] holds a retailer's license or a broker's license
or who is a related person of that license holder [—an—ownex
parener—orofficer—of thatentity] is not required to apply for a
salesperson's license [+f—that—owner,—partner,—orofficer is
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SECTION 8. Section 1201.103, Occupations Code, is amended
by amending Subsections (a) and (d) and adding Subsection (c-1) to
read as follows:

(a) An applicant for a license as a manufacturer, retailer,

broker, rebuilder, or installer must file with the director a
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license application containing:
(1) the legal name, address, and telephone number of

the applicant and each person who is anticipated to be a related

person at the time the license is issued;

(2) each [+he] trade name and the name of each business

organization [seme] by which the applicant does business under this

chapter and[y—3f—incorporated—the—nome —registered—with the
seeretaxry—of—state—and] the address of each [£he] business

organization; [ané]

(3) the dates on which the applicant became the owner
and operator of the business; and

(4) each location to which the license will apply.

(c=1) The applicant shall maintain, at the applicant's

principal office or another location designated by the applicant

within this state, all records required of the applicant under this

chagter.

(d) An applicant for a salesperson's license must:

(1) file with the director an application that
provides any information the director considers necessary and that
is sponsored by a licensed[,—bonrded] retailer or broker; and

(2) pay the required fee.

SECTION 9. Section 1201.104, Occupations Code, is amended
to read as follows:
Sec. 1201.104. QUALIFICATIONS FOR LICENSE. (a) Except as

provided by Subsection (e), as a requirement [prereguisite] for a

manufacturer's, retailer's, broker's, installer's, or rebuilder's

license, a person who was not licensed or registered with the
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department or a predecessor agency on September 1, 1987, must,

within the year preceding the date of the application for the

person's initial license under this chapter, attend and

successfully complete 20 hours of instruction in the law, including

instruction in consumer protection regulations. If the applicant

is not an individual, the applicant must employ at least one related

person who meets the requirement described by this subsection.

(b) Each individual who is a related person of the applicant

must attend and successfully complete 20 hours of instruction in

the law described by Subsection (a). The individual must complete

the next course of instruction offered after the date on which the

individual becomes a related person. The individual is

automatically barred from acting as a related person until the

individual successfully completes the course of instruction

required by Subsection (a).

(c) An applicant for a salesperson's license must

successfully complete the next course of instruction offered after

the date the person is licensed. A salesperson who fails to

successfully complete the course of instruction described by

Subsection (a) will automatically have the person's license

suspended until the person successfully completes the course of

instruction.

. . .
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[+B3+] The course of instruction must be offered at least

quarterly.

(e) The board shall adopt rules regarding the content of the
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course of instruction and the requirements for board approval of

the course of instruction, including a rule requiring the course to

be presented live and a rule prohibiting any electronic

transmission of the course.

{f) [4er—Fnsteadofthe courseof-instructions

anracaontat 2 xra o a aenartmant ny.aoacant = ot-amdasz I rmil ot
B SRR T 3 —a o =g = A= = 2 — e e e P thre =t Ore-maratyy e N ST e
[ ;2 ; ] a ' . . E
. . . .

ol wWalal ol 3o +hat 3.C condiictrad haxz Y nannyraf.d 4 aducat 1 anmal
oo o pPTrTrearnt et T CoTrtrereT et T O TTp T O Tt oG Tt C e e Ottt
' . . .

L3 mandftactiiryraoy ~kha11 *oilmbuaxroca . +tha dornav+mant £ar +1a
A~ s TR T T e T T oo et s et R e—a e pa+F e —roTr——cTrt
actyal-—coet-of o nrnyraocram oy acarmtc~nd s dar Subcactaan (~3) (1)
Tre-ttrer = o P oo prr ot e nre-e-a— et e e—ar - b5 ottt =7—

[+e3-] Subsection (a) does not apply to a license holder [e®
registratieonheltder] who applies:

(1) for a license for an additional business location;

(2) to renew or reinstate a license[4+-ox

[43—Ffeora—salespersonlslicence].

{g) Successful passage of an [4£)}> An] examination must

[mayr—mnoet] be a prerequisite for the successful completion of an

initial course of instruction required under this section, but may

not be a prerequisite for continuing education courses [made—a

L - 1 tna]

SECTION 10. Section 1201.105, Occupations Code, is amended

to read as follows:

Sec. 1201.105. SECURITY REQUIRED. (a) The department may

10
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not issue or renew a license unless a bond or other security in a
form prescribed by the director is filed with the department as
provided by this subchapter. The bond or other security is payable

to the trust fund except for any amount that is due directly to the

retailer under this chapter.

(b) If a bond is filed, the bond must be issued by a company
authorized to do business in this state and must conform to
applicable provisions of the Insurance Code. If other security is

filed, that security must be maintained in or by a federally insured

depository [banking] institution located in this state.

(c) If the department is unable to obtain timely

reimbursements from a surety or the department determines that a

surety has experienced a deterioration in its financial condition,

the board may direct the director to discontinue the acceptance of

bonds issued by that surety.

SECTION 11. Section 1201.106, Occupations Code, is amended
by amending Subsection (a) and adding Subsection (a-1) to read as
follows:

(a) An applicant for a license or a license holder shall
file a bond or other security under Section 1201.105 for the
issuance or renewal of a license in the following amount:

(1) $100,000 for a manufacturer;

(2) $50,000 for a zretailer's principal location
[retaiter];

(3) $50,000 for each additional branch location of a
retailer;

(4) $50,000 [$365,000] for a rebuilder;

11
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(5) [44>] $50,000 for a broker; or

(6) $25,000 [459—s305,000] for an installer.

(a=1) The director may increase the fee amounts under

Subsection (a) with respect to the issuance of an initial, renewal,

or subsequent license based on an application described by Section

1201.118.

SECTION 12. Section 1201.108, Occupations Code, is amended
to read as follows:

Sec. 1201.108. SECURITY: CHANGE IN OWNERSHIP OR LOCATION.
(a) A new bond is not required for a change in:

(1) ownership of a license holder or a business entity

under which the [eexpoxratien—that 3isa] license holder conducts

business; or

(2) location.

(b) A license holder shall notify the department not later

than the 10th day before the date of a change described in

Subsection (a).

(c) The license holder shall provide to the department

[dixrectormay¥reguixe] a proper endorsement of the original bond to

avoid an interruption in the application of the bond to the license.

SECTION 13. Subchapter C, Chapter 1201, Occupations Code,
is amended by adding Section 1201.1125 to read as follows:

Sec. 1201.1125. PROBATIONARY INSTALLER'S OR SALESPERSON'S

LICENSE. (a) An applicant for an initial installer's license

receives the license only on a probationary basis until the

department inspects a sufficient number of installations performed

by the installer and fails to find an identified material violation

12
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of this chapter or the rules adopted under this chapter. The board,

with the advice of the advisory committee established under Section

1201.251, shall adopt rules to determine the number of successful

installations required for termination of the probationary period

under this subsection.

(b) The board shall adopt rules under which the director may

elect to issue a renewal installer's license or an initial or

renewal salesperson's license on a probationary basis.

(c) TIf the director determines that a salesperson or

installer should receive a probationary license under Subsection

(b), the director may issue the probationary license on the terms

and for the period the director considers reasonable in accordance

with the rules adopted under that subsection.

(d) A person who is issued a probationary license under

Subsection (b) may appeal by written notice to the director the

terms of the license or the period for which the license is issued

not later than the 30th day after the date the license is issued. If

the license holder appeals under this subsection, the director

shall set the matter for a hearing to be conducted by the State

Office of Administrative Hearings. The hearing and any related

administrative proceedings are considered to be a contested case

subject to Chapter 2001, Government Code.

(e) TIf the license holder does not appeal as permitted by

Subsection (d), the probationary license remains in effect for the

period and in accordance with the terms specified in the license.

SECTION 14. Section 1201.113, Occupations Code, is amended

to read as follows:

13
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SECTION 15. Section 1201.114, Occupations Code, is amended

to read as follows:

Sec. 1201.114. LICENSE EXPIRATION. A license issued under

this chapter, other than a probationary license, [4a)}—n

nufactiirart o
AW AL L ~7

fal 2
7 A o o e oy ~ TTroCTr It T T ==

vatid—for—one—year—A——salespersonis—ticense] is valid for two

years. A license may be renewed as provided by the director. A
person whose license has been suspended or revoked or whose license
has expired may not engage in activities that require a license

until the license has been reinstated or renewed.
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SECTION l6. Subchapter C, Chapter 1201, Occupations Code,
is amended by adding Section 1201.118 to read as follows:

Sec. 1201.118. ADDITIONAL PROCEDURES FOR CERTAIN LICENSE

APPLICATIONS. The board shall adopt rules providing for the

additional review and scrutiny of an initial, renewal, or

subsequent license application that involves an applicant or a

related person who has previously:

(1) in a final order issued by the department, been

found to have:

(A) participated in one or more violations of

this chapter that served as grounds for the suspension oOr

revocation of a license; or

(B) engaged in activity subject to this chapter

without holding the required license;

(2) caused the trust fund to incur unreimbursed

payments or claims; or

(3) failed to fulfill the terms of a final order,

including the payment of any assessed administrative penalties.

SECTION 17. Section 1201.1505, Occupations Code, is amended

to read as follows:

Sec. 1201.1505. DEPOSIT ON SPECIALLY ORDERED MANUFACTURED

HOMES. A retailer may require a [am—eaxrnest—money] deposit on a

16
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specially ordered manufactured home [enlyifs
[{H—an—ecarnest—money—contract—has—beensigned by all
pextiesy

Seetion312031521].

SECTION 18. The heading to Section 1201.151, Occupations
Code, is amended to read as follows:

Sec. 1201.151. REFUNDS [REEUND-OE-BEROSIT].

SECTION 19. Section 1201.151, Occupations Code, is amended
by amending Subsection (a) and adding Subsection (e) to read as
follows:

(a) Except as otherwise provided by this section, a
retailer [—salesperson,—or—agent—of the ¥etailer] must refund a
consumer's deposit not later than the 15th day after the date that a
written request for the refund is received from the consumer.

(e) Not later than the 15th day after the date a consumer

exercises the consumer's right of rescission as provided by Section

1201.1521, the retailer shall refund to the consumer all money and

other consideration received from the consumer without offset or

deduction if the retailer and the consumer entered into a binding

written agreement under which the consumer submitted to the

retailer a deposit that was a down payment for the home.

SECTION 20. Section 1201.1521, Occupations Code, is amended

to read as follows:

17
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Sec. 1201.1521. RESCISSION OF CONTRACT FOR SALE, EXCHANGE,

OR LEASE-PURCHASE OF HOME. (a) A person who acquires a
manufactured home by purchase, exchange, or lease-purchase may, not
later than the third day after the date the applicable contract is
signed, rescind the contract without penalty or charge. The right

of rescission applies only to a transaction between a retailer and a

consumer.

(b) Subject to rules adopted by the board, a consumer may

modify or waive for a bona fide personal financial emergency the

consumer's right to rescind the contract without penalty or charge.

The rules adopted by the board shall, to the extent practicable, be

modeled on the federal rules for the modification or waiver of a

right of rescission under Title 12, Code of Federal Regulations,

Part 226.

SECTION 21. Section 1201.158, Occupations Code, is amended
to read as follows:

Sec. 1201.158. SALESPERSON. A licensed salesperson may
work only for the person's sponsoring [fermexe—than—one] retailer

or broker [ex—atmexre-than one-saleslocation].
SECTION 22. Section 1201.159, Occupations Code, is amended

by amending Subsection (a) and adding Subsections (c) and (d) to
read as follows:

(a) A broker shall ensure that the seller gives the buyer
the applicable disclosures and warranties that the buyer would have
received if the buyer had purchased the manufactured home through a

licensed retailer unless the seller is a consumer in a transaction

as provided by Section 1201.456.

18
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(c) A broker in a transaction under this chapter shall

provide to a person who engages the broker's services a written

disclosure of any interest that the broker represents in the

transaction.

(d) A broker may assist a person who is offering or

otherwise engaging in the sale, exchange, or lease-purchase of a

manufactured home only if that person holds a license required by

this chapter.

SECTION 23. Section 1201.161, Occupations Code, is amended
by amending Subsections (a) and (d) and adding Subsection (e) to
read as follows:

(a) Notwithstanding any other statute or rule or ordinance,
a licensed retailer or licensed installer is not required to obtain
a permit, certificate, or license or pay a fee to transport
manufactured housing to the place of installation except as
required by[+

[+ —the-departmentroF
[+23-] the Texas Department of Transportation under
Subchapter E, Chapter 623, Transportation Code.

(d) The copies of permits and the lists and information

required under this section may be provided electronically.

(e) The department shall pay the reasonable cost of

providing the materials required [copies—oxr—the—1lict and
+aformatien] under Subsection (b) or (c) unless the materials are

provided electronically.

SECTION 24. Sections 1201.162(a) and (e), Occupations Code,

are amended to read as follows:
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(a) Before the completion of a credit application or not

later than one day before entering into an agreement for a sale,

exchange, or lease-purchase that will not be financed, the retailer

[ex—agernt] must provide to the consumer a written disclosure in a

form prescribed by rules adopted by the board. The disclosure form

shall:

(1) be printed in at least 12-point type;

(2) address matters of concern relating to the costs

and obligations that may be associated with manufactured home

ownership, matters to be considered in making any financing

decisions, related costs that may arise in acquiring a manufactured

home, and other matters the board considers appropriate to promote

informed decision-making by the consumer with respect to the

acquisition and ownership of a manufactured home; and

(3) conspicuously disclose the consumer's right of

rescission. [+he—fellowing—statement that is printed—in—-at—least

.
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(e) Failure by the retailer to comply with the disclosure

provisions of this section does not affect the validity of a
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subsequent conveyance or transfer of title of a manufactured home

or otherwise impair a title or lien position of a person other than

the retailer. The consumer's execution of a signed receipt of a

copy of the notice required by Subsection (a) constitutes

conclusive proof that the notice was delivered. If the consumer

grants a person other than the retailer a lien on the manufactured

home, the right of rescission immediately ceases on the date the

lien is filed with the department.

SECTION 25. Section 1201.164, Occupations Code, is amended
to read as follows:
Sec. 1201.164. ADVANCE COPY OF [INSTALIMENT] CONTRACT AND

DISCLOSURE STATEMENTS; OFFER BY RETAILER. (a) In a transaction

that is to be financed and that will not be subject to the federal

Real Estate Settlement Procedures Act of 1974 (Pub. L. No. 93-533)

[eha%%eé—me%%gage—%*aasae%éeﬁ—énveévéﬂg—aa—éns%a&%meﬁ%—eeﬁ%*ae%],

a retailer shall deliver to a consumer at least 24 hours before the

contract 1is fully executed the contract, with all required
information included, signed by the retailer. The delivery of the
[+nstallment] contract, with all required information included,
signed by the retailer constitutes a firm offer by the retailer.
The consumer may accept the offer not earlier than 24 hours after
the delivery of the contract. If the consumer has not accepted the
offer within 72 hours after the delivery of the contract, the
retailer may withdraw the offer.

(b) Before the execution of the contract, the consumer may

modify or waive the consumer's right to rescind the contract or the

waiting period provided by Subsection (a) if the consumer
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determines that the acquisition of the manufactured home is needed

for a bona fide personal financial emergency. If the consumer has a

bona fide personal financial emergency that requires the immediate

acquisition of the manufactured home, the consumer shall give the

retailer a dated written statement that describes the personal

financial emergency, specifically modifies or waives the waiting

period or the right of rescission, as applicable, and bears the

signature of each consumer who is entitled to the waiting period or

right of rescission. On receipt of the written statement described

by this subsection, the retailer shall immediately provide to the

consumer all of the disclosures required by this subchapter and

engage in the transaction without reference to the required waiting

period or the right of rescission.

(c) A form printed for the purpose of Subsection (b) may be

used only:

(1) with respect to a manufactured home that is to be

located in an area that has been declared by the governor to be a

disaster area as provided by Section 418.014, Government Code; and

(2) until the first anniversary of the date the

governor declared the area to be a disaster area.

SECTION 26. Section 1201.203, Occupations Code, is amended

to read as follows:
Sec. 1201.203. FORMS; RULES. (a) The board [dixector]
shall [presexribeforms—and] adopt rules and forms relating to:

(1) the manufacturer's certificate;
(2) the statement of ownership and location;

(3) the application for a statement of ownership and
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location; and
(4) the issuance of an initial or revised [&a]
statement of ownership and location [at—%the-—firstretail sale—-and
forasubseguent—sale-oxrtxansfer of amanufacturedhome].

(b) The board [édxeetexr] shall adopt rules for the

documenting of the ownership and location of a manufactured home
that has been previously owned in this state or another state. The
rules must protect the holder of a lien [a3denheldex] recorded with
the department [en—a——statement—of—ownerchip—and—location—a
cextificateror otherdocument of title].

SECTION 27. Section 1201.204, Occupations Code, is amended

to read as follows:
Sec. 1201.204. MANUFACTURER'S CERTIFICATE. (a) A
manufacturer's certificate must show:

(1) on a form prescribed by the board [d&ireetexr] or on
another document, the original transfer of a manufactured home from
the manufacturer to the retailer; and

(2) on a form prescribed by the board [direetex], each
subsequent transfer of a manufactured home between retailers and
from retailer to owner, if the transfer from retailer to owner
involves a completed application for the issuance of a statement of
ownership and location.

(b) At the first retail sale of a manufactured home, a
manufacturer's certificate automatically converts to a document
that does not evidence any ownership interest in the manufactured

home described in the document. A security interest in inventory

evidenced by a properly recorded inventory lien [themanufacturer's
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cextificate] automatically converts to a security interest in
proceeds and cash proceeds.

(c) After the first retail sale of a manufactured home, the
retailer shall [may] submit the manufacturer's certificate for that

home to the department. If an application for an initial statement

of ownership and location is made without the required

manufacturer's certificate and the retailer does not produce the

certificate as required by this subsection, the department shall,

on or before the issuance of the requested statement of ownership

and location, send written notice to that effect to each party

currently reflected in the department's records as having a

recorded lien on the inventory of that retailer. Failure to include

the manufacturer's certificate with an application described by

this subsection does not impair a consumer's ability to obtain, on

submitting an otherwise complete application, a statement of

ownership and location free from a lien other than a lien created by

or consented to by the consumer.

SECTION 28. Section 1201.205, Occupations Code, is amended
to read as follows:
Sec. 1201.205. STATEMENT OF OWNERSHIP AND LOCATION FORM. A

statement of ownership and location must be issued on a

board-approved form and must provide:

(1) the name [memes] and address [addresses] of the
[purchaserand] seller and the name and address of the new owner, if

the owner's address is different from the address of the home;

(2) the manufacturer's name and address and any model

designation, if available;

26



B W

O O 3 o wm

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

H.B. No. 1460
(3) 1in accordance with the board's [director's] rules:
(A) the outside dimensions of the manufactured
home when installed for occupancy, as measured to the nearest
one-half foot at the base of the home, exclusive of the tongue or
other towing device; and
(B) the approximate square footage of the home
when installed for occupancy;
(4) the identification number for each section or
module of the home;
(5) the physical address of the real property on [the
courty—of—thisstate—3n] which the home has been [4s] installed for

occupancy, including the name of the county and, if different from

the address of the home, the address of the new owner of the home;

(6) 1in chronological order of recordation, the date of

each lien other than a tax lien on the home and the name and address

of each lienholder, or, if a lien is not recorded, a statement of
that fact;

(7) a statement regarding tax liens which must state:

"On January 1st of each year, a tax lien is placed on a

manufactured home in favor of each taxing unit with taxing

authority over the real property on which the home is located. To

enforce that lien, the lien must be recorded with the manufactured

housing division of the Texas Department of Housing and Community

Affairs, as provided by law. You may check that division's records

through its Internet website or contact the division to identify

any recorded tax liens. To identify the amount of unpaid tax

liability, contact the taxing unit for the county in which the home
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is located on January 1lst of that year" [the-sigrature of the owner
i . . e the g s

(8) a statement that if two or more eligible persons,

as determined by Section 1201.213, file with the application for
the issuance of a statement of ownership and location an agreement
signed by all the persons providing that the home is to be held
jointly with a right of survivorship, the director shall issue the
statement of ownership and location in all the names;

(9) [+helocation—-of+the homey

[4363+] a statement of whether the owner has elected to
treat the home as real property or personal property;

(10) [4333)] statements of whether the home is a
salvaged manufactured home and whether the home is reserved for
business use only; and

(11) [&2>] any other information the board
[dixeetor] requires.

SECTION 29. Section 1201.2055, Occupations Code, is amended
by amending Subsection (b) and adding Subsections (i) and (j) to
read as follows:

(b) A statement of election under Subsection (a) must be

executed before a notary on the board-approved form [ade—by
affidawvit] .

(i) Notwithstanding Subsection (d), if a mortgage loan made

in connection with a transaction under this chapter is to be secured

by real property that includes the manufactured home, the mortgage

loan is funded, and a deed of trust covering the real property and

all improvements on the real property is recorded, but the licensed
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title company or attorney who closed the loan failed to complete the

conversion of the manufactured home to real property in accordance

with this chapter, the holder or servicer of the mortgage loan at

any time may apply for a statement of ownership and location,

including making an election in the application with respect to

real property status, and may obtain from the department a

certified copy of the statement of ownership and location if, not

later than the 60th day before the date of an application for a

statement of ownership and location electing real property status,

the record owner of the home, as reflected in the department's

records, has been provided written notice by certified mail at:

(1) the physical address of the location of the home

and, if the address of the record owner is different from that of

the location of the home, the mailing address of the owner; and

(2) any other location known or believed after a

reasonable inquiry by the holder or servicer of the loan to be an

address at which the owner may receive mail or an address of record.

(j) The board by rule shall require evidence that the

mortgage loan holder or servicer applying for a real property

election has complied with the requirements of this section.

SECTION 30. Section 1201.206, Occupations Code, is amended
by amending Subsections (b), (c), (d), and (f) and adding
Subsections (g) through (i) to read as follows:

(b) At the first retail sale of a manufactured home, the
retailer shall provide for the installation of the home and ensure
that the application for the issuance of a statement of ownership

and location is properly completed and submitted. The consumer
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shall return the completed application to the retailer. The

retailer shall surrender to the department the manufacturer's

certificate in accordance with Section 1201.204 and the

manufacturer's statement of origin at the same time that the

retailer submits the application for the first statement of

ownership and location.

(c) Not later than the 60th [36+k] day after the date of the
retail sale, the retailer shall provide to the department the
completed application for the issuance of a statement of ownership

and location. If for any reason the retailer does not timely comply

with this subsection, the consumer may apply for the issuance of a

statement of ownership and location.

(d) Not later than the 60th [364h] day after the date of each
subsequent sale or transfer of a home that is considered to be
personal property, the seller or transferor shall provide to the
department a completed application for the issuance of a new

statement of ownership and location. If for any reason the seller

or transferor does not timely comply with this subsection, the

consumer may apply for the issuance of a statement of ownership and

location.

(f) If the owner of a manufactured home relocates the home,
the owner shall apply for the issuance of a new statement of
ownership and location not later than the 60th [30+hk] day after the
date the home is relocated. The department shall require that the
owner submit evidence that the home was relocated in accordance
with the requirements of the Texas Department of Transportation.

(g) If the seller accepts a used manufactured home as part
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of the consideration for the sale of another manufactured home, the

seller shall provide to the department a completed application for

the issuance of a new statement of ownership and location

reflecting the change of ownership of the used manufactured home

from the previous owner of the used manufactured home to the seller

at the same time that the seller files the completed application for

the issuance of a statement of ownership and location for the

manufactured home that was sold by the seller in that transaction.

If the sellexr is a retailer, on the application for the issuance of

the new statement of ownership and location for the wused

manufactured home the seller shall indicate whether that home has

been added to the inventory of the retailer.

(h) At the time the seller files an application for the

issuance of a statement of ownership and location for a used

manufactured home that has not been added to a retailer's

inventory, the seller shall file with the department a written

statement from the tax assessor-collector that there are no

personal property taxes on the manufactured home that have accrued

within the 18-month period preceding the date of the transaction in

which the seller acquired the used manufactured home.

(i) If a person who sells a manufactured home to a consumer

for residential use fails to file with the department the

application for the issuance of a statement of ownership and

location and the appropriate filing fee within the applicable

period, the department may assess an additional fee of not less than

$100 against the seller. The department may enforce the collection

of the additional fee from the seller through a judicial
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proceeding. The department shall place on the application for the

statement of ownership and location the following statement in a

clear and conspicuous manner:

"THE FILING OF AN APPLICATION FOR THE ISSUANCE OF A STATEMENT

OF OWNERSHIP AND LOCATION LATER THAN SIXTY (60) DAYS AFTER THE DATE

OF A SALE TO A CONSUMER FOR RESIDENTIAL USE MAY RESULT IN A FEE OF AT

LEAST ONE HUNDRED DOLLARS ($100). A LATE APPLICATION CANNOT BE

PROCESSED UNTIL THE FEE DESCRIBED BY THIS PARAGRAPH IS PAID IN

FULL."
SECTION 31. Subchapter E, Chapter 1201, Occupations Code, is
amended by adding Section 1201.2061 to read as follows:

Sec. 1201.2061. NOTICE OF INSTALLATION. (a) A notice of

installation must be filed with the department on the board's

prescribed form. If the installation involves a secondary

relocation of the home, the notice must be accompanied by:

(1) a copy of the original notice of installation; or

(2) certification that a copy of the original notice

of installation has been provided to the chief appraiser of the

county in which the home is installed.

(b) The notice required by Subsection (a) may be delivered

by certified mail or by electronic transmission of the document in a

commonly readable format.

(c) If the method to report the installation of a relocated

home is the method specified by Subsection (a)(2), the department

may adopt a discounted fee for filing the notice of installation.

(d) In addition to providing each tax assessor-collector

with the monthly report reguired by Section 1201.220, the
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department shall, on request, provide a tax assessor-collector with

one copy of any reported notice of installation.

SECTION 32. Subchapter E, Chapter 1201, Occupations Code,
is amended by adding Section 1201.2062 to read as follows:

Sec. 1201.2062. DIFFICULTY IN DOCUMENTING CHAIN OF TITLE.

Notwithstanding any provision in this chapter, if a person acquires

a manufactured home and the owner of record and an intervening owner

of a lien on the home cannot be located to assist in documenting the

chain of title, the department may issue a statement of ownership

and location to the person claiming ownership if that person

submits an application for the statement and provides:

(1) a supporting affidavit describing the chain of

title and the status of any liens; and

(2) any reasonable supporting proof that the director

may require.

SECTION 33. Section 1201.207, Occupations Code, is amended
to read as follows:
Sec. 1201.207. ISSUANCE OF STATEMENT OF OWNERSHIP AND

LOCATION. (a) Except as provided for in Subsection (a-1), the

[Fhe] department shall process any completed application for the
issuance of a statement of ownership and location not later than the
15th working day after the date the application is received by the
department. If the department rejects an application, the
department shall provide a clear and complete explanation of the
reason for the rejection and instructions on how to cure any
defects, if possible.

(a-1) As soon as practicable after June 30 of each year, the
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department shall, except for applications relating to new

manufactured homes and applications accompanied by tax

certificates, discontinue its issuance of statements of ownership

and location until all tax liens filed with the department before

June 30 in relation to manufactured homes are processed and

recorded or rejected. The department shall post on its Internet

website a notice as to the anticipated date on which the department

intends to begin issuing statements of ownership and location again

and the anticipated date on which the department intends to again

comply with the period for processing applications prescribed by

Subsection (a).

(b) If the department issues a statement of ownership and

location for a manufactured home, the department shall maintain a

record of the statement of ownership and location in its electronic

records [prace—initsfiles—the original-ctatement of ownerchip and

+ecation] and shall mail a [eextified] copy to the record owner of

the home and to each [aw¥] lienholder.

(c) Except with respect to any change in use, but subject to
Section 1201.2075, if the department has issued a statement of
ownership and location for a manufactured home, the department may
issue a subsequent statement of ownership and location for the home
only if all parties reflected in the department's records as having
an interest in the manufactured home give their written consent or
release their interest, [edther] in writing, [ex] by operation of

law, or by the department's procedures provided by Section

1201.2062 to document ownership and lien status. After the

department has issued a statement of ownership and location, the
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department may not alter the record of the ownership or lien status

of a manufactured home for activity that occurred before the

issuance of the statement of ownership and location unless the

department:

(1) obtains the written permission of the owner of

record for the manufactured home or a court order; or

(2) determines that an exception is necessary in

accordance with rules adopted by the board.

(d) Notwithstanding any other provision of this chapter, if

the consumer purchases a new manufactured home from a retailer in

the ordinary course of business, regardless of whether a statement

of ownership and location has been issued for the manufactured

home, the consumer is a bona fide purchaser for value without the

need to provide any notice and is entitled to ownership of the

manufactured home free of all liens and entitled to a statement of

ownership and location to that effect on payment by the consumer of

the purchase price to the retajler. If an existing lien on the

manufactured home is perfected with the department, the owner of

the lien is entitled to recover the value of the lien from the

retailer.

SECTION 34. Section 1201.2075, Occupations Code, is amended

to read as follows:
Sec. 1201.2075. CONVERSION FROM PERSONAL PROPERTY TO REAL

PROPERTY. (a) Except as provided by Subsection (b) or Section

1201.2062, the department may not issue a statement of ownership
and location for a manufactured home that is being converted from

personal property to real property until:
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(1) each 1lien on the home is released by the
lienholder; or
(2) each 1lienholder gives written consent, to be
placed on file with the department.

(b) The department may issue a statement of ownership and
location before the release of any liens or the consent of any
lienholders as required by this section [emly] if the department
releases a certified copy of the statement to:

(1) a licensed title insurance company that has issued

a commitment to issue a title insurance policy covering all prior

liens on the home in connection with a loan that the title company

has closed; or

(2) a federally insured financial institution or
licensed attorney who has obtained from a licensed title insurance
company a title insurance policy covering all prior liens on the
home.

SECTION 35. Section 1201.2076, Occupations Code, is amended
to read as follows:
Sec. 1201.2076. CONVERSION FROM REAL PROPERTY TO PERSONAL

PROPERTY. (a) Except as provided by Subsection (b) or Section

1201.2062, the [Fhe] department may not issue a statement of

ownership and location for a manufactured home that is being
converted from real property to personal property until the
department has inspected the home and determined that it is
habitable and has notified the appropriate tax assessor-collector

of the conversion and:

(1) each lien, including a tax lien, on the home is
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released by the lienholder; or
(2) each lienholder, including a taxing unit, gives
written consent, to be placed on file with the department.

(b) The department may rely on a commitment for title

insurance, a title insurance policy, or an attorney's title opinion

to determine that a lien on real property has been released as

required by Subsection (a).

SECTION 36. Section 1201.208, Occupations Code, is amended
to read as follows:
Sec. 1201.208. PAYMENT OF TAXES REQUIRED FOR ISSUANCE OF

STATEMENT OF OWNERSHIP AND LOCATION. (a) A license holder who

sells, exchanges, or lease-purchases a new manufactured home to a

consumer shall pay the required sales and use tax on the home [The

(b) If a license holder sells, exchanges, or

lease-purchases a home without paying the required sales and use

tax, the payment shall be made from the trust fund for an amount not

more than the maximum amount available in bond or other security

required by Section 1201.106 for the person's license. The trust

fund may file with the 1license holder's surety a claim for

reimbursement in the amount deducted from the trust fund under this

section [P

thedepartment] .
SECTION 37. Section 1201.210, Occupations Code, is amended

by amending Subsection (c¢) and adding Subsection (d) to read as
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follows:
(c) A notice of appeal and request for hearing must be filed
with the director not later than the 30th day after the date of

notice of the director's action. If an appeal is not timely made,

the revocation or suspension described in the notice becomes final.

(d) The department shall prohibit any activity with respect

to the statement of ownership and location other than the

recordation of liens, including tax liens, until a revocation or

suspension has become final.

SECTION 38. Section 1201.214(b), Occupations Code, is
amended to read as follows:

(b) An owner or lienholder may provide to the department a
[#he] document of title and any additional information required by
the department and request that the department issue a statement of
ownership and location to replace the document of title. The
department shall mail to the owner or lienholder a certified copy of
the statement of ownership and location issued under this
subsection.

SECTION 39. Section 1201.216(a), Occupations Code, is
amended to read as follows:

(a) If the owner of a manufactured home notifies the
department that the owner intends to treat the home as real property
0r to reserve its use for a business purpose or salvage, the
department shall indicate on the statement of ownership and
location for the home that:

(1) the owner of the home has elected to treat the home

as real property or to reserve its use for a business purpose or
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salvage; and
(2) except as provided by Section 1201.2055(h), the
home is [depaxrtment] no longer [econsidexs—the home—to—be] a
manufactured home for purposes of regulation under this chapter or

recordation of liens, including tax liens.

SECTION 40. Section 1201.217, Occupations Code, is amended
by amending Subsections (b) and (c) and adding Subsection (f) to
read as follows:

(b) Before declaring a manufactured home abandoned, the
owner of real property on which the home is located must send a
notice of intent to declare the home abandoned to the record owner
of the home, [amd] all lienholders at the addresses listed on the
home's statement of ownership and location on file with the

department, and the tax assessor-collector for each taxing unit

that imposes ad valorem taxes on the real property on which the home

is located. The notice must include the physical address at which

the home is currently located. If the person giving notice knows

that the person for whom the notice is intended does not reside and

1s no longer receiving mail at that address, a reasonable effort

shall be made to locate the person for whom the notice is intended

and to give the person notice at an address where the person

receives mail. Mailing of the notice by certified mail, return

receipt requested, postage prepaid, to the persons required to be
notified by this subsection constitutes conclusive proof of
compliance with this subsection.

(c) On receipt of a notice of intent to declare a

manufactured home abandoned, the owner of the home or a lienholder
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may enter the real property on which the home is located to remove

the home. The real property owner must disclose to the owner or

lienholder seeking to remove the home the location of the home and

must grant that person reasonable access to the home. A person who

removes the home is responsible to the real property owner for any

damage to the real property resulting from the removal of the home.

(f) This section does not apply if the person who owns or

previously owned an interest in the manufactured home, or that

person's affiliate or related person:

(1) owns the real property on which the home is

located; or

(2) claims that the home is abandoned.

SECTION 41. Sections 1201.219(a), (b), and (c), Occupations
Code, are amended to read as follows:

(a) A lien on manufactured homes in inventory is perfected
only by filing the lien [a—seeurity—agreement] with the department
on the required form [in—a—form—that——ceontainc—the—information the
director—reguires]. Once perfected, the lien applies to the

manufactured homes in the inventory as well as to any proceeds from

the sale of those homes. The department may suspend or revoke the
license of a retailer who fails to satisfy a perfected inventory
lien under the terms of the security agreement.

(b) Except as provided by Subsection (a), a lien on a
manufactured home is perfected only by filing with the department

the notice of lien on the required [a] form [prewvided—by—the
department]. The form must require the disclosure of the original

dollar amount of the lien as well as the name and address of the
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person in whose name the manufactured home is listed on the tax

roll. The department on its Internet website shall disclose the

date of each lien filing and the original amount of the lien claimed

in each filing and shall provide a notice that the amount shown does

not include additional amounts such as interest, penalties, and

attorney's fees. The statement required by Section 1201.205(7)

[recordation-ofalien with-the-department] is notice to all persons

that the lien exists. Except as expressly provided by Chapter 32,

Tax Code, a lien recorded with the department has priority,
according to the chronological order of recordation, over another
lien or claim against the manufactured home. The tax

assessor-collector for any taxing unit with the power to tax the

manufactured home shall file any appropriate tax lien on the home. A

single filing by a tax assessor-collector is a filing for each

taxing unit for which the tax assessor is empowered to collect.

(c) Notwithstanding any other provision of this or any other

law [subehapter], the filing of a lien [seeurity—agreement by—a
Seeuredpartyperfectingatien] on the inventory of a retailer does

not prevent a buyer in the ordinary course of business, as defined

by Section 1.201, Business & Commerce Code, from acquiring good and
marketable title free of that lien [4mtexest], and the department
may not consider that [seecuxrityinterest—as—a] lien for the purpose

of title issuance.

SECTION 42. Section 1201.220, Occupations Code, is amended

to read as follows:
Sec. 1201.220. REPORT TO COUNTY TAX ASSESSOR-COLLECTOR.

(a) The department shall provide to each county tax
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assessor-collector in this state a monthly report that, for each

manufactured home reported in the notice of installation to the

department as having been installed in the county during the

preceding month and for each manufactured home previously installed
in the county for which a transfer of ownership was recorded by the
issuance of a statement of ownership and location during the
preceding month, lists:

(1) the name of the owner of the home;

(2) the name of the manufacturer of the home if

L

available;

(3) the model designation of the home, if available;

(4) the identification number of each section or
module of the home;
(5) the address or location where the home was

reported as [4s] installed; and

(6) the reported date of the installation of the home.
(b) The director shall provide a copy of the report to the
chief appraiser of the appraisal district established for the

county in which the home is reported as installed.

SECTION 43. Section 1201.251, Occupation Code, 1is amended
by amending Subsection (a) and adding Subsection (d) to read as
follows:

(a) In accordance with Subsection (d), the board [The

direeter] shall adopt standards and requirements for:
(1) the installation and construction of manufactured
housing that are reasonably necessary to protect the health,

safety, and welfare of the occupants and the public; and
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(2) the construction of HUD-code manufactured homes in

compliance with the federal standards and requirements established

under the National Manufactured Housing Construction and Safety
Standards Act of 1974 (42 U.S.C. Section 5401 et seq.).

(d) To ensure that the standards and requirements adopted

under this section are recommended by qualified persons, the board

may adopt rules that provide for the approval of foundation systems

and devices by licensed engineers. A generic installation standard

adopted by rule shall first be reviewed by an advisory committee

established by the board. The advisory committee must include one

or more engineers in addition to representatives of manufacturers,

installers, and manufacturers of stabilization systems or devices.

The advisory committee shall submit a report to the board providing

each comment and concern regarding any proposed rule. The members

of the committee are not personally liable for providing the advice

to the board.

SECTION 44. Section 1201.253, Occupations Code, is amended
to read as follows:

Sec. 1201.253. HEARING ON STANDARD OR REQUIREMENT. The
director shall publish notice and conduct a public hearing [4n
aecoxrdancewirth-Seetieons1201-054—-and 1203-060] before:

(1) adopting a standard or requirement authorized by
this subchapter;

(2) amending a standard authorized by this subchapter;
or

(3) approving a standard proposed by a local

governmental unit under Section 1201.252.
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SECTION 45. Section 1201.255, Occupations Code, is amended

to read as follows:
Sec. 1201.255. INSTALLATION OF MANUFACTURED HOUSING. (a)

Except as authorized under Section 1201.252, manufactured housing

that is installed must be installed in compliance with the

standards and rules adopted and orders issued under this chapter.

An uninstalled manufactured home may not be occupied for any

purpose [+sswved-by—the-dixectox].

(b) An installer may not install a manufactured home at a

location that has evidence of ponding, run-off under heavy rains,

or bare uncompacted soil unless:

(1) the installer obtains the owner's signature on a

form adopted by the board disclosing that such conditions may

contribute to problems with the stabilization system for that

manufactured home, including possible damage to that home; and

(2) the owner accepts that risk in writing.

SECTION 46. Section 1201.301(b), Occupations Code, 1is
amended to read as follows:
(b) 1In enforcing this chapter, the director may authorize a

state inspector to travel inside or outside of the state to inspect

the [amenuvfaeturing] facility of a license holder.
SECTION 47. The heading to Section 1201.302, Occupations

Code, is amended to read as follows:
Sec. 1201.302. INSPECTION BY STATE AGENCIES AND LOCAL

GOVERNMENTAL UNITS [ENTITIESOTHER THAN DERARTMENT] .

SECTION 48. Section 1201.302(a), Occupations Code, is

amended to read as follows:

44



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

H.B. No. 1460
(a) To ensure that a manufactured home sold or installed in
this state complies with the standards code, the director may by
contract provide for [a—fedexral—ageney—o¥] an agency or political
subdivision of this state or another state to perform an inspection
or inspection program under this chapter or under rules adopted by
the board [dixeetox].
SECTION 49. Subchapter G, Chapter 1201, Occupations Code,
is amended by adding Section 1201.306 to read as follows:

Sec. 1201.306. ENGINEER APPROVAL OF INSPECTION COMPONENTS.

In the inspection of the installation of a manufactured home under

this chapter the department may use or permit the use of a device or

procedure that has been reviewed and approved by a 1licensed

engineer if the use complies with any instructions, conditions, or

other requirements specified by that engineer.

SECTION 50. Sections 1201.351(a) and (b), Occupations Code,
are amended to read as follows:

(a) The manufacturer of a new HUD-code manufactured home
shall warrant, in a separate written document, that:

(1) the home is constructed or assembled in accordance
with all building codes, standards, requirements, and regulations
prescribed by the United States Department of Housing and Urban
Development under the National Manufactured Housing Construction
and Safety Standards Act of 1974 (42 U.S.C. Section 5401 et seq.);
and

(2) the home and all appliances and equipment included
in the home are free from defects in materials or workmanship, other

than cosmetic defects.
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(b) The manufacturer's warranty is in effect until at least
the first anniversary of the date of initial installation of the

home at the consumer's homesite or the date of closing of the

consumer's acquisition of a new home that has already been

installed, as applicable.

SECTION 51. Section 1201.352, Occupations Code, is amended
to read as follows:

Sec. 1201.352. RETAILER'S WARRANTY ON NEW HOME. (a) The

retailer of a new HUD-code manufactured home shall warrant to the
consumer in writing that:
(1) installation of the home at the initial homesite

was or will be, as applicable, completed in accordance with all

department standards, rules, orders, and requirements; and
(2) appliances and equipment included with the sale of
the home and installed by the retailer are or will be:

(A) installed in accordance with the
instructions or specifications of the manufacturers of the
appliances or equipment; and

(B) free from defects in materials or

workmanship, except as provided by Subsection (a-1).

(a-1) The retailer may expressly disclaim or limit any

warranty regarding cosmetic defects.

(b) The retailer's warranty on a new HUD-code manufactured

home is in effect until the first anniversary of the date of the:

(1) [date—o£] initial installation of the home at the

consumer's homesite; or

(2) closing of the consumer's acquisition of the home
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if the home has already been installed.

(c) Before the signing of a binding retail installment sales

contract or other binding purchase agreement on a new HUD-code

manufactured home, the retailer must give the consumer a copy of:

(1) the manufacturer's warranty;

(2) the retailer's warranty;

(3) the warranties given by the manufacturers of
appliances or equipment included with the home; and

(4) the name and address of the manufacturer or
retailer to whom the consumer is to give notice of a warranty
service request.

(d) Not later than the 30th day after the date of

installation of the home, the retailer shall deliver to the

consumer a copy of the warranty given to the retailer by the

licensed installer.

SECTION 52. Section 1201.353, Occupations Code, is amended
to read as follows:

Sec. 1201.353. NOTICE OF NEED FOR WARRANTY SERVICE. (a)
The consumer shall give written notice to the manufacturer, [e]

retailer, or installer, as applicable, of a need for warranty

service or repairs.

(b) Written notice to the department is considered to be

notice to the manufacturer, [e%] retailer, or installer beginning

on the third business day after the date the department forwards to

the applicable license holder the notice by regular mail or by

electronic mail as a scanned copy of the notice.

SECTION 53. Section 1201.354, Occupations Code, is amended
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to read as follows:
Sec. 1201.354. CORRECTIVE ACTION REQUIRED. The

manufacturer, [e+] retailer, or installer, as applicable, shall

take appropriate corrective action within a reasonable period as
required by department rules to fulfill the written warranty
obligation.

SECTION 54. Section 1201.355, Occupations Code, is amended
by amending Subsections (a) and (b) and adding Subsection (d4) to
read as follows:

(a) If the manufacturer, [e#] retailer, or installer does

not provide the consumer with proper warranty service, the consumer
may, at any time, request the department to perform a consumer
complaint home inspection. The department may not charge a fee for
the inspection.

(b) On payment of the required inspection fee, the

manufacturer, [e¥] retailer, or installer may request the

department to perform a consumer complaint home inspection if the
manufacturer or retailer:

(1) Dbelieves the consumer's complaints are not covered

by the warranty of the manufacturer, [ex] retailer, or installer,

as applicable;

(2) Dbelieves that the warranty service was properly
provided; or

(3) disputes responsibility concerning the warranty
obligation.

(d) Notwithstanding any other provision of this section,

the department may perform a home inspection at any time if the
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department determines that there is a reasonable possibility that a

condition of the manufactured home may present an imminent threat

to public health or safety. The department shall obtain an

inspection search warrant if required by other law.

SECTION 55. Section 1201.356, Occupations Code, is amended
by amending Subsections (a), (b), and (c) and adding Subsections
(£), (g), and (h) to read as follows:

(a) Not later than the 10th day after the date of a consumer
complaint home inspection, the department shall send a written

report and any order to the consumer, manufacturer, installer, and

retailer by certified mail, return receipt requested.
(b) The report shall specify:
(1) each of the consumer's complaints; and
(2) whether the complaint is covered by either the

manufacturer's, installer's, or retailer's warranty and, if so,

which of those warranties.
(c) The director shall issue to the manufacturer,

installer, or retailer an appropriate order for corrective action

by the manufacturer, installer, or retailer, specifying a

reasonable period for completion of the corrective action.

(f) The installer and retailer are responsible for the

warranty of installation on new HUD-code manufactured homes. If

the department determines that a complaint is covered by the

installation warranty, the director shall issue to the installer an

order requiring corrective action. If the installer fails to

perform the corrective action, the installer is subject to the

provisions of Section 1201.357 and the director shall issue the
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same order for corrective action to the retailer with an additional

period, not to exceed 10 days, allowed for performing the

corrective action, unless additional time for compliance is needed,

as established by a showing of good cause by the retailer.

(g) If the retailer is required to perform the corrective

action under Subsection (f) because of the installer's failure to

comply with the director's order, the retailer may seek

reimbur sement fronlthe_installer.

(h) Notwithstanding Subsection (f), the period for

performing the required warranty work may be shortened by the

director as much as reasonably possible if the warranty work may be

necessary to address an imminent threat to public health or safety.

SECTION 56. Section 1201.357, Occupations Code, is amended
to read as follows:
Sec. 1201.357. FAILURE TO PROVIDE WARRANTY SERVICE. (a) If

the manufacturer, [e¥] retailer, or installer, as applicable, fails

to provide warranty service within the period specified by the

director [undex—Section—3201-356], the manufacturer, [e¥]

retailer, or installer must show good cause in writing as to why the

manufacturer, [ex] retailer, or installer failed to provide the

service.

(b) If the manufacturer, [e*] retailer, or installer, as

applicable, fails or refuses to provide warranty service in
accordance with the department order under Section 1201.356, the

director shall hold an informal meeting [a—hearing] at which the

manufacturer, [ex] retailer, or installer must show cause as to why

the manufacturer's, [ex] retailer's, or installer's license should
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not be suspended or revoked. The consumer may express the

consumer's views at the informal meeting. Following the meeting,

the director shall:

(1) resolve the matter by agreed order;

(2) dismiss the matter if no violation is found to have

occurred; or

(3) institute an administrative action that may

include suspension, revocation, assessment of administrative

penalties, or any combination of those actions.

(c) If the manufacturer, [ex] retailer, or installer is

unable to provide warranty service in accordance with the
department order under Section 1201.356 as a result of an action of

the consumer, the manufacturer, [e¥] retailer, or installer must

make that allegation in the written statement required by
Subsection (a). The department shall investigate the allegation,
and if the department determines that the allegation is credible,
the department shall issue a new order specifying the date and time
of the proposed corrective action. The department shall send the
order to the consumer and the manufacturer, [ex] retailer, or

installer, as applicable, by certified mail, return receipt

requested. If the consumer refuses to comply with the department's

new order, the manufacturer, [ex] retailer, or installer, as

applicable:
(1) is discharged from the obligations imposed by the
relevant department orders;

(2) has no liability to the consumer with regard to

that warranty; and
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(3) 1is not subject to an action by the department for
failure to provide warranty service.
SECTION 57. Section 1201.358, Occupations Code, is amended
to read as follows:

Sec. 1201.358. FAILURE TO SHOW GOOD CAUSE; ADDITIONAL

ORDERS ISSUED BY DIRECTOR [HEARING—RESULTS]. (a) Failure by the

manufacturer, [e¥] retailer, or installer, as applicable, to show

good cause under Section 1201.357(a) is a sufficient basis for
suspension or revocation of the manufacturer's, [ex] retailer's, or

installer's license.

(b) If [after—the—hearing—under Seection—1201-3570(b}—the

tiecense——I£] the director determines that the order issued under

Section 1201.357 was incorrect regarding the warranty [+hat]

obligation, the director shall issue a final order stating the
correct obligation and the right of the manufacturer or retailer to
indemnification from the other.
(c) The director may issue an order:
(1) directing a manufacturer, [ex] retailer, or
installer whose license is not revoked and who is not out of
business to perform the warranty obligation of a manufacturer, [e¥]

retailer, or installer whose license is revoked or who is out of

business; and
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(2) giving the manufacturer or retailer performing the
obligation the right of indemnification against the other.

(d) A manufacturer, [e#] retailer, or installer entitled to

indemnification under this section is a consumer for purposes of
Subchapter I and may recover actual damages [and—atteorney's fees]
from the trust fund.

SECTION 58. Section 1201.361, Occupations Code, is amended
to read as follows:

Sec. 1201.361. INSTALLER'S WARRANTY. (a) For each

installation [t —secondary—installations—not—covered—by—the
1oy . bod . .

installation—ofall-usedmanufactured-hoemes], the installer shall

give [the—maonufactured—home—owner] a written warranty that the

installation of the home was performed in accordance with all
department standards, rules, orders, and requirements. The

retailer who is responsible for the installation of a new HUD-code

manufactured home shall give the manufactured home owner the

warranty for the installation. If the retailer subcontracts the

installation to a licensed installer, the retailer and installer

are jointly and severally liable for performance of the warranty.

(b) The warranty must conspicuously disclose the
requirement that the consumer notify the installer of any claim in
writing in accordance with the terms of the warranty. Unless the
warranty provides for a longer period, the installer has no

obligation or 1liability under a warranty for a new manufactured

home for any defect described in a written notice received from the

consumer more than one year [+we—yeaxs] after the date of
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acquisition of a home that has already been installed, as

applicable, or the date of the installation.

SECTION 59. Subchapter H, Chapter 1201, Occupations Code,
is amended by adding Section 1201.362 to read as follows:

Sec. 1201.362. ADDITIONAL CORRECTIVE ACTION

AUTHORITY. Notwithstanding the limitations and terms of a

warranty, if during any inspection the department identifies an

aspect of an installation that does not conform to the applicable

requirements, the director may:

(1) order the license holder who performed the

installation to correct the defect; or

(2) if that license holder is no longer licensed,

issue an order directing another licensed installer to correct the

installation and reimburse the installer from the trust fund for

the costs of that corrective action.

SECTION 60. Section 1201.402(a), Occupations Code, 1is
amended to read as follows:

(a) The director shall administer the trust fund [as—txustee
ofthatfund].

SECTION 61. Section 1201.404(b), Occupations Code, is
amended to read as follows:

(b) The trust fund and the director are not liable to the
consumer if the trust fund does not have the money necessary to pay
the actual damages [and-atteorney's—fees] determined to be payable.
The director shall record the date and time of receipt of each
verified complaint and, as money becomes available, pay the

consumer whose valid claim is the earliest by date and time.
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SECTION 62. Section 1201.405, Occupations Code, is amended
by adding Subsections (f) and (g) to read as follows:

(f) The trust fund is not liable and the director may not pay

attorney's fees or actual damages:

(1) to reimburse an affiliate or related person of a

license holder, unless the director issues an order under Section

1201.358(c) ;

(2) to correct a defect that is solely cosmetic in

nature; or

(3) to address matters not provided for in this

subchapter, unless those matters involve:

(A) abreach of warranty;

(B) a failure to return or apply in accordance

with a written agreement money received from a consumer or to which

the consumer was entitled; or

(C) the breach of an agreement to provide goods

Oor services necessary to the safe and habitable use of a

manufactured home, including an agreement for goods or services

involving steps, air conditioning, access to utilities, or sewage

and wastewater treatment.

(g) The board by rule may place reasonable limits on the

costs that may be approved for payment from the trust fund,

including payments made under Section 1201.358, and may require

consumers making claims that may be subject to reimbursement from

the trust fund to provide reasonable estimates establishing those

costs. The rules adopted by the board may specify procedures and

requirements the board considers necessary and advisable for the
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administration of the trust fund.

SECTION 63. Section 1201.406, Occupations Code, is amended
to read as follows:
Sec. 1201.406. PROCEDURE FOR RECOVERY FROM TRUST FUND. (a)

To recover from the trust fund, a consumer must file a written,

sworn complaint in the form required by the director not later than

the second anniversary of:

(1) the date of the alleged act or omission causing the
actual damages; or

(2) the date the act or omission is discovered or
should reasonably have been discovered.

(b) On receipt of a verified complaint, the department

shall:

(1) notify each appropriate license holder and the

issuer of any surety bond related to the license; [and]

(2) investigate the claim;

(3) issue a preliminary determination on the claim;

and

(4) give the consumer, the license holder, and any

surety related to the license:

(A) an opportunity to resolve the matter by

agreement; ox

(B) the opportunity to dispute the preliminary

determination.

(c) TIf the matter is not resolved as provided by Subsection

(b)(4) before the 30th day after the date the preliminary

determination is issued, the preliminary determination
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automatically becomes final and the director shall make demand on

the surety or deduct any payable amount of the claim from the

license holder's security [fo—detexmines
[{A)—*thevalidityofthe claimrand
[B)—whether—the ecomplaint—can—be resolved—by
13 . e the 14 holdex].

SECTION 64. Section 1201.407, Occupations Code, is amended

to read as follows:
Sec. 1201.407. DISAGREEMENT OF PARTIES; INFORMAIL DISPUTE

RESOLUTION PROCESS. (a) If a preliminary determination is
disputed, the [dHiecense—holdexrs—ora—ticense—holder—and—a consumer
disagree—as—to—¥responsibilityfoxr—a complaint—the] department

shall conduct an informal dispute resolution process, including a

home inspection if appropriate, to resolve the dispute.

(b) For a preliminary determination that had been disputed

[edaim—determined] to become final and [be] valid, the department

shall make any changes in the determination the director considers

to be appropriate and issue another written [a] preliminary

determination [duxring—the—infermal-dicputexesolution precess] as

to the responsibility and liability of the manufacturer, retailer,

broker, and installer.
(c) Before making a final determination, the department

shall provide a license holder a period of 10 days [ar—epportunity]

to comment on the preliminary determination.

(d) After considering the comments made in relation to the

preliminary determination, if any, the director shall issue a final

determination.
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(e) Not later than the 10th day after the date of its

issuance, the final determination may be appealed to the board by

giving written notice to the director, who shall submit the matter

to the board for consideration at the next meeting for which the

matter can be publicly posted in the manner as reguired by Chapter

551, Government Code.

(f) Any license [The department—shall notify o license

TTOoO T T

+ieense] holder or surety, as applicable, is bound by the
department's final determination of responsibility and liability.

SECTION 65. Sections 1201.409(a) and (b), Occupations Code,
are amended to read as follows:

(a) Except as otherwise provided by Subchapter C, the trust
fund shall be reimbursed by the surety on a bond or from other
security filed under Subchapter C for the amount of a claim that [+

[+35] 1is paid out of the trust fund by the director to

a consumer in accordance with this subchapter [+—ané
(42 lted € . e the 1
hotder-who—filed the-bond-orothersecurity].

58



(0)} wn > w N

00]

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

27

H.B. No. 1460
(b) Payment by the surety or from the other security must be
made not later than the 30th day after the date of [xeeceipt—of]
notice from the director that a consumer claim has been paid.
SECTION 66. Section 1201.410, Occupations Code, is amended
to read as follows:

Sec. 1201.410. CONSUMER INFORMATION [ ENEORMATIONAL

RAMPHEETR]. [423] The director shall prepare information for [a
pamphlet—informing] consumers of their rights to recover from the

trust fund. The director shall make the information available to

consumers:

(1) on the department's Internet website; and

(2) in hard-copy format to any member of the public who

submits a request for the information.

(4B} The ai " . . ]
o ® dictributi o hlet.]

SECTION 67. Section 1201.451(b), Occupations Code, 1is

amended to read as follows:

(b) Not later than the 60th [36+h] day after the effective
date of the transfer of ownership or the date the seller or
transferor obtains possession of the necessary and properly
executed documents, the seller or transferor shall forward to the
purchaser or transferee the necessary, executed documents. On
receipt of the documents, the purchaser or transferee shall apply
for the issuance of a statement of ownership and location. If the

seller or transferor fails to forward to the purchaser or

transferee the necessary, executed documents as required by this

subsection, the purchaser or transferee may apply directly for the
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issuance of a statement of ownership and location.

SECTION 68. Section 1201.453, Occupations Code, is amended
to read as follows:
Sec. 1201.453. HABITABILITY. Manufactured housing is
habitable only if:
(1) there is no defect or deterioration in or damage to
the home that creates a dangerous situation;
(2) the plumbing, heating, and electrical systems are
in safe working order;
(3) the walls, floor, and roof are:
(A) free from a substantial opening that was not
designed; and
(B) structurally sound; and
(4) all exterior doors and windows are in place and

operate properly.

SECTION 69. Section 1201.457(b), Occupations Code, is

amended to read as follows:

(b) A person may not [The-purchaser—ef—a—uced manufactured

homa m
TTOTITC—Itt

ao o¥-—Jeoacomrnurchaca +ho hama far 1100
+gey—oft—1eas PaEaHaSe—E5 HOHEe—-0-F Sac

dwedding—o¥] knowingly allow another [am¥] person to occupy or use

the home as a dwelling unless the director issues a new statement of
ownership and location indicating that the home is no longer
reserved for business use or salvage. On the purchaser's
application to the department for issuance of a new statement of
ownership and location, the department shall inspect the home and,

if the department determines that the home is habitable, issue the
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statement of ownership and location.
SECTION 70. Section 1201.459, Occupations Code, is amended
to read as follows:
Sec. 1201.459. COMPLIANCE NOT REQUIRED FOR SALE FOR
COLLECTION OF DELINQUENT TAXES. (a) In selling a manufactured home

to collect delinquent taxes, a tax assessor-collector [cotlector]

is not required to comply with this subchapter or another provision
of this chapter relating to the sale of a used manufactured home.

(b) If the home does not have a serial number, seal, or
label, a tax appraiser or a [+he] tax assessor-collector

[eetteectox] may:

(1) apply to the department for a seal;
(2) pay the applicable fee; and
(3) recover that fee as part of the cost of the sale of

the home.

(b-1) The tax appraiser or the tax assessor-collector

assumes full responsibility for affixing to the home a seal issued

to the tax appraiser or the tax assessor-collector under Subsection

(b).

(c) A [®he] seal issued to the tax appraiser or the tax

assessor-collector [eeddeetox] is for identification purposes only

and does not imply that:

(1) the home is habitable; or

(2) a purchaser of the home at a tax sale may obtain a
new statement of ownership and location from the department without
an inspection for habitability.

SECTION 71. Section 1201.461, Occupations Code, is amended
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by adding Subsections (g) and (h) to read as follows:

(g) A political subdivision of this state that identifies a

manufactured home within its Jjurisdiction as a salvaged

manufactured home may impose with respect to that home an

inspection, a regquirement for corrective action, or other

requirements that would apply if the home were not a salvaged

manufactured home.

(h) A 1license holder may not participate in the sale,

exchange, lease-purchase, or installation for use as a dwelling of

a manufactured home that is salvaged and that has not been repaired

as required by this chapter and the rules adopted under this

chapter. The sale, exchange, lease-purchase, or installation of a

salvaged manufactured home for use as a dwelling constitutes an

imminent threat to public health or safety. A license holder that

participates in a sale, exchange, lease-purchase, or installation

in violation of this section:

(1) is subject to the imposition of penalties and

other sanctions provided for in this chapter; and

(2) commits an offense punishable as a Class B

misdemeanor.

SECTION 72. Section 1201.503, Occupations Code, is amended
to read as follows:

Sec. 1201.503. PROHIBITED ALTERATION. Before the sale to a
consumer of a new manufactured home to which a label has been
attached and before installation of the home, a manufacturer,
retailer, broker, or installer may not alter the home or cause the

home to be altered without obtaining prior written approval from a
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licensed engineer and delivering that written approval to the

department.
SECTION 73. Section 1201.506(a), Occupations Code, 1is
amended to read as follows:
(a) A retailer or broker:
(1) shall comply with Subtitles A and B, Title 4,
Finance Code, and the Truth in Lending Act (15 U.S.C. Section 1601
et seq.); [anéd]
(2) may not advertise an interest rate or finance
charge that is not expressed as an annual percentage rate; and

(3) shall comply with all applicable provisions of the

Finance Code.

SECTION 74. Section 1201.509, Occupations Code, is amended
to read as follows:

Sec. 1201.509. PROHIBITED RETENTION OF DEPOSIT. A
retailer [—setespersonr—oragentof+the—xetailex] may not refuse to
refund a consumer's deposit except as provided by Section 1201.151.

SECTION 75. Subchapter K, Occupations Code, is amended by
adding Section 1201.513 to read as follows:

Sec. 1201.513. DISPOSITION OF CERTAIN USED MANUFACTURED

HOMES; OCCUPANCY OF HOMES PRIOR TO CLOSING. (a) A retailer may not

sell or otherwise transfer a used manufactured home acquired in

exchange for another manufactured home before completing the

transaction involving the other manufactured home.

(b) A retailer may not knowingly permit a consumer to O0CCUpPY

a_manufactured home that is the subject of a sale, exchange, or

lease-purchase before the closing of any required financing unless
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the consumer is first given a form adopted by the board disclosing

that if for any reason the financing does not close, the consumer

may be required to vacate the home.

SECTION 76. Section 1201.551, Occupations Code, is amended

to read as follows:

Sec. 1201.551. DENIAL OF LICENSE; DISCIPLINARY

ACTION. (a) The director|[+—after—notice—as—provided—for—undex

+261-060+] may deny, permanently revoke, or suspend for a definite
period and specified sales location or geographic area a license if
the director determines that the applicant or license holder:

(1) knowingly and wilfully violated this chapter or a
rule adopted or order issued under this chapter;

(2) unlawfully retained or converted money, property,
or any other thing of value from a consumer in the form of a down
payment, sales or use tax, deposit, or insurance premium;

(3) repeatedly failed to file with the department
completed applications [Eimedly—provide—to—a —consumer—an
apptieation] for statements [a—statement] of ownership and location
in the time and manner required by this chapter [and-any information
recessaxry-to——compltete—theapplication] ;

(4) failed to give or breached a manufactured home

warranty required by this chapter or by the Federal Trade
Commission;

(5) engaged in a false, misleading, or deceptive act
or practice as described by Subchapter E, Chapter 17, Business &

Commerce Code;
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(6) failed to provide or file a report required by the
department for the administration or enforcement of this chapter;

(7) provided false information on an application,
report, or other document filed with the department;

(8) acquired a criminal record during the five-year
period preceding the application date that, in the opinion of the
director, makes the applicant unfit for licensing; [e¥]

(9) failed to file a bond or other security for each
location as required by Subchapter C; or

(10)  has had any other license issued by this state

revoked or suspended by this state or a political subdivision or

agency of this state.

(b) The director [depaxtment] may suspend or revoke a
license if, after receiving notice of a claim, the license holder or

the license holder's surety fails or refuses to pay a final claim

paid from the trust fund for which a demand for reimbursement is

made [paxrticipate—in—the —informal —dispute—reselution precess
deseribed-by-Section1201-407].
SECTION 77. Section 1201.552, Occupations Code, is amended

to read as follows:
Sec. 1201.552. HEARING CONCERNING LICENSE. The director

may issue an order to revoke, suspend, or deny a new or renewal

license. If not later than the 30th day after the date the order is

issued the person against whom that order is issued requests a

hearing by giving written notice to the director, the director

shall set a hearing to be conducted by the State Office of

Administrative Hearings. If appeal is not timely made, the order
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becomes final. The hearing and any related administrative

proceeding is a contested case under Chapter 2001, Government Code.

The board shall issue an order after receiving a proposal for

decision related to the case [shellcenduct—aheaxringinvelvingthe
eniad 1 . . : 1 .
accordance—with-Chapter-2001l—GCovernmentCode] .

SECTION 78. Section 1201.553, Occupations Code, is amended

to read as follows:

Sec. 1201.553. JUDICIAL REVIEW. Judicial review of an
order, decision, or determination of the board or director is
instituted by filing a petition with a district court in Travis
County as provided by Chapter 2001, Government Code.

SECTION 79. Section 1201.605, Occupations Code, is amended
to read as follows:

Sec. 1201.605. ADMINISTRATIVE PENALTY. (a) The director
may assess against a person who fails to comply with [ebtain—e*

maiptainalicenseasreguired-by] this chapter or the rules adopted

under this chapter, or a final order adopted or issued as provided

by this chapter, an administrative penalty in an amount not to

exceed $10,000 for each violation of this chapter and:
(1) reasonable attorney's fees;
(2) administrative costs;
(3) witness fees;
(4) investigative costs; and
(5) deposition expenses.

(b) The director may assess against a license holder

[¥etaiter] who fails to provide information to a consumer as
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required by this chapter an administrative penalty in an amount not
to exceed:

(1) $1,000 for the first violation;
(2) $2,000 for the second violation; and
(3) $4,000 for each subsequent violation.

(c) 1In determining the amount of an administrative penalty

assessed under this section, the director shall consider:

(1) the seriousness of the violation;

(2) the history of previous violations;

(3) the amount necessary to deter future violations;

(4) efforts made to correct the violation; and

(5) any other matters that justice may require.

(d) _If not later than the 30th day after the date the person

receives notice of an administrative penalty the person against

whom the penalty is issued requests a hearing by giving written

notice to the director, the director shall set a hearing to be

conducted by the State Office of Administrative Hearings. If

appeal is not timely made, the administrative penalty becomes

final. The hearing and any related administrative proceeding is a

contested case under Chapter 2001, Government Code. The board shall

issue an order after receiving a proposal for decision related to

the case.

SECTION 80. Subchapter M, Chapter 1201, Occupations Code,
is amended by adding Sections 1201.607 through 1201.611 to read as
follows:

Sec. 1201.607. ISSUANCE OF ORDERS AND REQUESTS FOR

HEARINGS. An order issued by the director under this chapter
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automatically becomes a final order if the order is not appealed

before the 30th day after the date the order is issued. If the

person to whom the order is issued files a written request for a

hearing with the director, the order is considered to have been

appealed and is a contested case under Chapter 2001, Government

Code. The director shall set any appealed order for a hearing

before the State Office of Administrative Hearings. The board

shall issue a final order after receiving and reviewing the

proposal for decision related to the case.

Sec. 1201.608. INSPECTION OF LICENSE HOLDER RECORDS. (a)

The department may inspect a license holder's recorxds during normal

business hours without advance notice if the director determines

that an inspection is necessary to:

(1) prevent a violation of this chapter;

(2) protect a consumer or another license holder; or

(3) assist another state or federal agency in an

investigation.

(b) The director may request or issue a subpoena for the

license holder's records.

(c) TIf the director determines that it is appropriate to

detect and address suspected violations of this chapter, the

department may carry out an undercover investigation in accordance

with board-adopted rules.

(d) While an investigation is pending, information obtained

by the department in connection with that investigation is

confidential unless disclosure of the information is specifically

permitted or required by other law.
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Sec. 1201.609. CRIMINAL PENALTY FOR PERFORMING ACTION

WITHOUT PROPER LICENSE. (a) A person who is not required to hold a

license under this chapter commits an offense if the person

performs an act that requires a license under this chapter.

(b) An offense under this section is a Class B misdemeanor.

A subsequent conviction for an offense under this section is

punishable as a Class A misdemeanor.

Sec. 1201.610. CEASE AND DESIST. (a) If the director has

reasonable cause to believe that a person licensed under this

chapter has or intends to violate a provision of this chapter or the

rules adopted under this chapter, to enforce compliance with this

chapter the director may issue to the license holder without notice

and hearing an order to cease and desist from continuing a

particular action or an order to take affirmative action, or both.

(b) The director may issue an order to a license holder to

cease and desist from violating any law, rule, or written agreement

or to take corrective action with respect to the violation if the

license holder in any way is performing an action that relates to

the sale, financing, or installation of a manufactured home or

relates to providing goods or services in connection with the sale,

financing, or installation of a manufactured home, provided that if

the matter involves a law that is subject to administration or

interpretation by a state agency other than the department, the

director shall consult with the person in charge of the day-to-day

administration of that agency before issuing the order. The

director may not issue an order under this subsection with respect

to a matter that is subject to inspection and regulation by a state
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agency other than the department.

(c) An order issued under Subsection (a) or (b) must contain

a reasonably detailed statement of the facts on which the order is

made. If a person against whom the order is issued requests a

hearing, the director shall set and give notice of a hearing. The

hearing is governed by Chapter 2001, Government Code. Based on the

findings of fact, conclusions of law, and recommendations of the

hearings officer, the board by order may find that a violation has

0or has not occurred.

(d) If a hearing is not requested under Subsection (c)

before the 30th day after the date on which an order is issued, the

order is considered final and not appealable.

(e) The director, after giving notice, may impose against a

person who violates a cease and desist order an administrative

penalty in an amount not to exceed $1,000 for each day of the

violation. In addition to any other remedy provided by law, the

director may institute in district court a suit for injunctive

relief and for the collection of the administrative penalty. A bond

is not required of the director with respect to injunctive relief

granted under this subsection.

(f) If a person fails to pay an administrative penalty that

has become final or fails to comply with an order of the director

that has become final, in addition to any other remedy provided

under law, the director, after the expiration of the 10-day period

following the date the director provides notice to the person, may,

without a prior hearing, suspend the person's license. The

suspension continues until the person has complied with the cease
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and desist order or paid the administrative penalty. During the

period of suspension:

(1) the person whose license has been suspended may

not perform an act that requires a license under this chapter; and

(2) all compensation received by the person during the

period of suspension is subject to forfeiture to the person from

whom the compensation was received.

(g) An order of suspension under Subsection (f) may be

appealed. An appeal is a contested case governed by Chapter 2001,

Government Code. A hearing of an appeal of an order of suspension

issued undexr Subsection (f) must be held not later than the 15th day

after the date of receipt of the notice of appeal. The appellant

shall be provided notice of the time and place of the hearing not

later than the third day before the hearing is scheduled to occur.

(h) An order revoking the license of a retailer, broker,

installer, or salesperson may prohibit the person from being a

related person of a license holder unless the person obtains the

prior written consent of the director.

Sec. 1201.611. SANCTIONS AND PENALTIES. (a) The board

shall adopt rules relating to the administrative sanctions.

(b) If the person charged with a violation accepts the

director's determination with respect to an administrative

penalty, the director shall issue an order approving the

determination and ordering the person to pay the recommended

penalty.
(c) Not later than the 30th day after the date on which the

director's determination becomes final, the person charged shall:
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(1) pay the penalty in full; or

(2) if the person files a petition for judicial review

contesting the facts of the violation, the amount of the penalty, or

both the facts of the violation and the amount of the penalty:

(A) forward the amount assessed to the department

for deposit in an escrow account;

(B) in lieu of payment into escrow, post with the

department a supersedeas bond for the amount of the penalty, in a

form approved by the director and effective until judicial review

of the decision is final; or

(C) without paying the amount of the penalty or

posting the supersedeas bond, pursue judicial review.

(d) A person charged with a penalty who is financially

unable to comply with Subsection (c) is entitled to judicial review

if the person files with the court, as part of the person's petition

for judicial review, a sworn statement that the person is unable to

meet the requirements of that subsection.

(e) If the person charged does not pay the penalty and does

not pursue judicial review, the department or the attorney general

may bring an action for the collection of the penalty.

(f) Judicial review of the director's order assessing the

penalty is subject to the substantial evidence rule.

(q) TIf, after judicial review, the penalty is reduced or not

assessed, the director as applicable shall remit to the person

charged the appropriate amount, including accrued interest if the

penalty has been paid, or shall execute a release of any supersedeas

bond that was posted. The accrued interest on amounts remitted by
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the director under this subsection shall be paid at a rate equal to

the rate charged on loans to depository institutions by the New York

Federal Reserve Bank, and shall be paid for the period beginning on

the date that the assessed penalty is paid to the director and

ending on the date the penalty is remitted.

(h) A penalty collected under this section shall be

deposited in the trust fund.

(i) All proceedings conducted under this section and any

review or appeal of those proceedings are subject to Chapter 2001,

Government Code.

(j) If it appears that a person is in violation of, or is

threatening to violate, any provision of this chapter or a rule or

order related to the administration and enforcement of the

manufactured housing program, the attorney general, on behalf of

the division director, may institute an action for injunctive

relief to restrain the person from continuing the violation and for

a civil penalty of not more than $1,000 for each violation and of

not more than $250,000 in the aggregate. A civil action filed under

this subsection must be filed in a district court in Travis County.

The attorney general and the director may recover reasonable

expenses incurred in obtaining injunctive relief wunder this

subsection, including court costs, reasonable attorney's fees,

investigative costs, witness fees, and deposition expenses.

SECTION 81. Section 2306.0724, Government Code, is amended
by amending Subsection (d) and adding Subsection (e) to read as

follows:

(d) A housing sponsor who fails to file a report in a timely
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manner is subject to the following sanctions, as determined by the
department:

(1) denial of a request for additional funding; or
(2) an administrative penalty in an amount not to
exceed $1,000, assessed 1in the manner provided for an

administrative penalty under Subsection (e) [Seetieon2306-6023].

(e) In determining the amount of an administrative penalty

assessed under this section, the department shall consider:

(1) the seriousness of the violation;

(2) the history of previous violations;

(3) the amount necessary to deter future violations;

(4) efforts made to correct the violation; and

(5) any other matters that justice may require.

SECTION 82. Section 2306.186, Government Code, is amended
by amending Subsection (k) and adding Subsection (m) to read as
follows:

(k) The department shall assess an administrative penalty
on development owners who fail to contract for the third-party
physical needs assessment and make the identified repairs as
required by this section. The department may assess the
administrative penalty in the same manner as an administrative

penalty assessed under Subsection (m) [Seetion—2306-6023]. The

penalty is computed by multiplying $200 by the number of dwelling
units in the development and must be paid to the department. The
office of the attorney general shall assist the department in the
collection of the penalty and the enforcement of this subsection.

(m) In determining the amount of an administrative penalty
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assessed under this section, the department shall consider:

(1) the seriousness of the violation;

(2) the history of previous violations;

(3) the amount necessary to deter future violations;

(4) efforts made to correct the violation; and

(5) any other matters that justice may require.

SECTION 83. Section 2306.6022(b), Government Code, is
amended to read as follows:

(b) The division shall make available on its Internet

website [provide—to—the person—filing—thecomplaint and—to—each
person—who—ic—a——subjectof the—ecomplaint—a—copy—of] the division's

policies and procedures relating to complaint investigation and

resolution and provide a hard copy of that information to those

persons on request by those persons.

SECTION 84. Section 11.432, Tax Code, is amended by
amending Subsection (a) and adding Subsection (b-1) to read as
follows:

(a) For a manufactured home to qualify for an exemption
under Section 11.13 of this code, the application for the exemption
must be accompanied by:

(1) a copy of the statement of ownership and location
for the manufactured home issued by the manufactured housing
division of the Texas Department of Housing and Community Affairs
under Section 1201.207, Occupations Code, showing that the
individual applying for the exemption is the owner of the

manufactured home;

(2) [ex—be—-accompanied—by] a verified copy of the
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purchase contract showing that the applicant is the purchaser of

the manufactured home;

(3) a photostatic copy of the current title page for

the manufactured home as that page is displayed on the Internet

website of the Texas Department of Housing and Community Affairs;

or

(4) the applicable computer records of the Texas

Department of Housing and Community Affairs.

(b-1) The consumer is entitled to obtain the homestead

exemptions provided by Section 11.13 regardless of whether:

(1) an owner has elected to treat the manufactured

home as real property or personal property; or

(2) the home is listed on the tax rolls together with

the real property to which it is attached or is listed separately

from that property.

SECTION 85. Section 31.072, Tax Code, is amended by adding
Subsection (i) to read as follows:

(i) Notwithstanding Subsection (a), if the escrow account

will be used solely to provide for the payment of property taxes

collected on the property owner's manufactured home, the collector

shall enter into a contract under this section with a property owner

who:

(1) owns the manufactured home; and

(2) requests the establishment of the escrow account.

SECTION 86. Section 32.03, Tax Code, is amended by amending
Subsections (a-1), (a-2), and (b) and adding Subsections (b-1),

(b-2), and (b-3) to read as follows:
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(a=1) With regard to a manufactured home, a tax lien may be

recorded at any time not later than the expiration of the six-month

period following the end of the calendar year for which the tax was

owed. The tax lien may be enforced if it has been recorded in

accordance with the laws in effect at the time of the recordation of

the lien. A properly recorded tax lien may not be enforced against

the owner of a new manufactured home who acquired the manufactured

home from a retailer as a buyer in the ordinary course of business

(a=2) A person may not transfer title of a manufactured home

until all tax liens perfected on the home have been filed in a

timely manner with the Texas Department of Housing and Community

Affairs and until all personal property taxes on the manufactured

home that accrued on each January 1 within 18 months of the date of

the sale are extinguished or satisfied and released. This

subsection does not apply to the sale of a manufactured home in
inventory.

(b) A bona fide purchaser for value or the holder of a lien
recorded on the manufactured home statement of ownership and
location is not required to pay any taxes that have not been

recorded with the Texas Department of Housing and Community
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Affairs. In this section, "manufactured home" has the meaning

assigned by Section 32.015(b). Unless a tax lien has been filed in

a timely manner with the Texas Department of Housing and Community

Affairs, a taxing unit or an agent of the taxing unit may not use a

tax warrant or any other method to attempt to execute or foreclose

on the manufactured home as a result of the unfiled tax lien.

(b-1) A taxpayer is entitled to designate in writing which

tax year will be credited with a particular payment. If a taxpavyer

pays all the amounts owing for a given year, the taxing unit shall

issue a receipt for the payment of the taxes for the designated

ecar.

(b-2) Notwithstanding any other provision of law, if a

manufactured home was omitted from the tax roll at any time before

the second anniversary of the date on which taxes are due, the

taxing unit may file a tax lien not later than the 150th day after

the date on which the tax becomes delinquent.

(b-3) If personal property taxes on a manufactured home have

not been levied by the taxing unit, the taxing unit shall provide

the prospective buyer of the manufactured home with an estimated

amount of taxes computed by multiplying the taxable value of the

manufactured home, according to the most recent certified appraisal

roll for the taxing unit, by the taxing unit's adopted tax rate for

the preceding tax year. To enable the transfer of the manufactured

home, the tax collector shall accept the payment of the estimated

personal property taxes and issue a certification to the Texas

Department of Housing and Community Affairs that the estimated

taxes are being held in escrow until the taxes are levied. Once the
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taxes are levied, the tax collector shall apply the escrowed

amounts to the levied taxes. At the time that the tax collector

accepts the payment of the taxes, the tax collector shall notify the

taxpayer that the payment of the estimated taxes is an estimate that

may increase once the appraisal rolls for the year are certified.

The tax collector shall notify the new owner that the new owner of

the manufactured home may be liable for the payment of any

difference between the tax established by the certified appraisal

roll and the estimate actually paid.

SECTION 87. The following provisions are repealed:

(1) Section 1201.054(c), Occupations Code;

(2) Section 1201.059, Occupations Code;

(3) Section 1201.112, Occupations Code;

(4) Section 1201.163, Occupations Code;

(5) Sections 1201.214(c) and (d), Occupations Code;
(6) Section 1201.408, Occupations Code; and

(7) Section 2306.6023, Government Code.

SECTION 88. The changes in law made by this Act to
provisions of the Tax Code apply only to an ad valorem tax year that
begins on or after January 1, 2008. The changes in law made to those
provisions do not affect a tax lien that attached to property for a
tax year that began before January 1, 2008, and the law in effect
immediately before January 1, 2008, is continued in effect for
purposes of the tax lien.

SECTION 89. This Act takes effect September 1, 2007.
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MAY 2 2 207

A BILL TO BE ENTITLED
AN ACT

relating to the licensing, acquisition, regulation, and taxation of
manufactured housing; providing administrative and criminal
penalties.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Section 1201.003, Occupations Code, is amended
to read as follows:

Sec. 1201.003. DEFINITIONS. In this chapter:

(1) "Advertisement" means a commercial message that
promotes the sale, exchange, or lease-purchase of a manufactured
home and that is presented on radio, television, a public-address
system, or electronic media or appears in a newspaper, a magazine, a
flyer, a catalog, direct mail literature, an inside or outside sign
or window display, point-of-sale literature, a price tag, or other
printed material. The term does not include educational material
or material required by law.

(2) "Affiliate" means a person who 1is under common

control.

(3) "Alteration" means the replacement, addition,
modification, or removal of equipment in a new manufactured home
after sale by a manufacturer to a retailer but before sale and
installation by a retailer to a purchaser in a manner that may

affect the home's construction, fire safety, occupancy, or

plumbing, heating, or electrical system. The term includes the
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modification of a manufactured home in a manner that may affect the
home's compliance with the appropriate standards but does not
include:

(A) the repair or replacement of a component or
appliance that requires plug-in to an electrical receptacle, if the
replaced item is of the same configuration and rating as the
replacement; or

(B) the addition of an appliance that requires
plug-in to an electrical receptacle and that was not provided with
the manufactured home by the manufacturer, if the rating of the
appliance does not exceed the rating of the receptacle to which the
appliance is connected.

(4) [42==>] "Attached" in reference to a manufactured
home means that the home has been:

(A) installed in compliance with the rules of the
department; and

(B) connected to a utility, including a utility
providing water, electric, natural gas, propane or butane gas, or
wastewater service.

(5) [433] "Board" means the Manufactured Housing
Board within the Texas Department of Housing and Community Affairs.
(6) [443] "Broker" means a person engaged by one or
more other persons to negotiate or offer to negotiate a bargain or
contract for the sale, exchange, or lease-purchase of a
manufactured home for which a certificate or other document of

title has been issued and is outstanding. The term does not include

a person who maintains a location for the display of manufactured
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homes.

(7) [45)+] "Business use" means the use of a

manufactured home for a purpose other than as a permanent or

temporary dwelling.

(8) [4£6)>] "Consumer" means a person, other than a
person licensed under this chapter, who seeks to acguire or
acquires by purchase, exchange, or lease-purchase a manufactured

home.

(9) "Control" means, with respect to another person,

the possession of the power, directly or indirectly, to vote an

interest of 25 percent or more.

(10) [4H] T'"Department" means the Texas Department of
Housing and Community Affairs operating through its manufactured
housing division.

(11) [483] "Director" means the executive director of
the manufaétured, housing division of the Texas Department of
Housing and Community Affairs.

(12) [423] "HUD-code manufactured home":

(A) means a structure:

(i) constructed on or after June 15, 1976,
according to the rules of the United States Department of Housing
and Urban Development;

(ii) built on a permanent chassis;

(iii) designed for use as a dwelling with or
without a permanent foundation when the structure is connected to
the required utilities;

(iv) transportable in one or more sections;
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and
(v) 1in the traveling mode, at least eight

body feet in width or at least 40 body feet in length or, when
erected on site, at least 320 square feet;

(B) includes the plumbing, heating, air
conditioning, and electrical systems of the home; and

(C) does not include a recreational vehicle as
defined by 24 C.F.R. Section 3282.8(g).

(13) [38)] "Installation" means the temporary or

permanent construction of the foundation system and the placement
of a manufactured home or manufactured home component on the
foundation. The term includes supporting, blocking, leveling,
securing, anchoring, and properly connecting multiple or
expandable sections or components and making minor adjustments.

(14) [4321)] T"Installer" means a person, including a

retailer or manufacturer, who contracts to perform or performs an
installation function on manufactured housing.

(15) [432)] "Label" means a device or insignia that
is:

(A) issued by the director to indicate compliance
with the standards, rules, and regulations established by the
United States Department of Housing and Urban Development; and

(B) permanently attached to each transportable
section of each HUD-code manufactured home constructed after June
15, 1976, for sale to a consumer.

(16) [433)] "Lease-purchase" means entering into a

lease contract for a manufactured home, in which the lessor retains
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title, containing a provision or, in another agreement, conferring

on the lessee an option to purchase a manufactured home.

(17) [4343>] "License holder" or "licensee" means a

person who holds a department-issued license as a manufacturer,
retailer, broker, rebuilder, salesperson, or installer.

(18) [4+53] "Manufactured home" or "manufactured
housing" means a HUD-code manufactured home or a mobile home.

(19) [+e)>] "Manufacturer" means a person who
constructs or assembles manufactured housing for sale, exchange, or
lease-purchase in this state.

(20) [++H-] "Mobile home":

(A) means a structure:

(i) constructed before June 15, 1976;

(ii) built on a permanent chassis;

(1ii) designed for use as a dwelling with or
without a permanent foundation when the structure is connected to
the required utilities;

(iv) transportable in one or more sections;
and

(v) 1in the traveling mode, at least eight
body feet in width or at least 40 body feet in length or, when
erected on site, at least 320 square feet; and

(B) includes the plumbing, heating, air
conditioning, and electrical systems of the home.

(21) "New manufactured home" means a manufactured home

that is not a used manufactured home, regardless of its age.

(22) [38)] "Person" means an individual or a
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partnership, company, corporation, assocliation, or other group,
however organized.

(23) "Related person" means a person who directly or

indirectly participates in management or policy decisions.

(24) [43%)] "Retailer" means a person who:

(A) is engaged in the business of buying for
resale, selling, or exchanging manufactured homes or offering
manufactured homes for sale, exchange, or lease-purchase to
consumers, including a person who maintains a location for the
display of manufactured homes; and

(B) sells, exchanges, or lease-purchases at

least two manufactured homes to consumers in a 12-month period.

(25) "Rules" means the rules of the department.

(26) [426)] "salesperson" means a person who, as an
employee or agent of a retailer or broker, sells or lease-purchases
or offers to sell or lease-purchase manufactured housing to a
consumer [foranyformof-compensation].

(27) [423)] "Salvaged manufactured home" means a
manufactured home determined to be salvaged under Section 1201.461.

(28) [422>] "seal" means a device or insignia issued
by the director that, for title purposes, is to be attached to a
used manufactured home as required by the director.

(29) [423)] "Standards code" means the  Texas

Manufactured Housing Standards Code.

(30) [423=a)] "Statement of ownership and location"

means a statement issued by the department and setting forth:

(A) the ownership and location of a manufactured
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home [£hat—has been seld ot a retail sale or instatled] in this
state as provided by Section 1201.205; and
(B) other information required by this chapter.
(31) [43] "Trust fund" means the manufactured
homeowners' recovery trust fund.

(32) "Used manufactured home" means a manufactured

home which has been occupied for any use or for which a statement of

ownership and location has been issued. The term does not include:

(A) a manufactured home that was used as a sales

model at a licensed retail location; or

(B) a manufactured home that:

(1) was sold as a new manufactured home and

installed but never occupied;

(ii) had a statement of ownership and

location; and

(1iii) was taken back from the consumer or

transferee because of a first payment default or agreement to

rescind or unwind the transaction.

SECTION 2. Section 1201.008, Occupations Code, is amended
by adding Subsections (e) and (f) to read as follows:

(e) Notwithstanding any zoning or other law, in the event

that a manufactured home occupies a lot in a municipality, the owner

of the manufactured home may remove the manufactured home from its

location and place another manufactured home on the same property,

provided that the replacement is a newer manufactured home and is at

least as large in living space as the prior manufactured home.

(f) An owner's ability to replace the home as a result of a
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fire or natural disaster cannot be restricted. Other than in the

case of a fire or natural disaster, a general-rule or home-rule

municipality by an ordinance or charter may limit the ability of the

owner to replace his home to a single replacement.

SECTION 3. Subsection (a), Section 1201.053, Occupations
Code, is amended to read as follows:

(a) The board [direetex] shall adopt rules[,—issue—-oxrdersy]
and otherwise act as necessary to:

(1) comply with the National Manufactured Housing
Construction and Safety Standards Act of 1974 (42 U.S.C. Section
5401 et seq.), including adopting and enforcing rules reasonably
required to implement the notification and correction procedures
provided by 42 U.S.C. Section 5414; and

(2) provide for the effective enforcement of all
HUD-code manufactured housing construction and safety standards in
order to have the state plan authorized by the National
Manufactured Housing Construction and Safety Standards Act of 1974
(42 U.S.C. Section 5401 et seq.) approved by the secretary of
housing and urban development.

SECTION 4. Section 1201.054, Occupations Code, is amended
to read as follows:

Sec. 1201.054. PROCEDURE FOR ADOPTING RULES. (a) Rules
must be adopted in accordance with Chapter 2001, Government Code,
and with this section.

(b) If requested, the board shall, after at least 10 days'

notice, hold a hearing on any rule that it proposes to adopt, other

than a rule that is to be adopted under emergency rulemaking, in
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which case only the requirements of Chapter 2001, Government Code,

[£83-] A rule takes effect on the 30th day after the date of

publication of notice that the rule has been adopted, except that a
rule relating to installation standards may not take effect earlier
[+ate¥] than the 60th day after the date of publication of notice

unless the board has determined that an earlier effective date 1is

required to meet an emergency and the standard was adopted under the

emergency rulemaking provisions of Chapter 2001, Government Code.

SECTION 5. Section 1201.055, Occupations Code, is amended
by adding Subsection (c-1) to read as follows:

(c=1) The department may permit the use of any device or

procedure that has been reviewed and approved by a licensed

engineer provided that such use or procedure complies with any

instructions, conditions, or other requirements specified by that

engineer.
SECTION 6. Section 1201.058, Occupations Code, is amended

to read as follows:
Sec. 1201.058. AMOUNT OF FEES. (a) The board shall

establish reasonable fees for all matters under this chapter

providing for fees. If the department's rules provide an option to
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file a document electronically, the department may charge a

discounted fee for the electronic filing.

(b) Ten dollars of the fee for each purchase, exchange, or

lease-purchase of a manufactured home shall be deposited to the

credit of the trust fund and used for the protection programs

described by Subchapter I.

(c) All fees established by this chapter or the rules are

deemed to be earned and not subject to refund after receipt by the

department.

(d) Notwithstanding Subsection (c), the director may, in

limited and appropriate circumstances and in accordance with rules

adopted by the board, approve the refund of fees [the—fees—imposed

onc-—1201 A ,1201 Q07
oRHo—trotToo o uUTT oo

andoer S o
SHare-T

] £ sdming . " ] ],
SECTION 7. Section 1201.101, Occupations Code, is amended
by amending Subsections (d), (f), and (g) and adding Subsection
(f-1) to read as follows:

(d) A person may not act as an installer [pexrform—an

installation functiononmanufacturedheusing] in this state unless
the person holds an installer's license.

(f) A person may not act as a salesperson of manufactured
housing unless the person holds a salesperson's license. A
retailer or broker may not employ or otherwise use the services of a
salesperson who is not licensed. A licensed salesperson may not
participate in a sale of a manufactured home unless the sale is
through the retailer or broker who sponsored the salesperson's

application as required by Section 1201.103(d).

80R20084 E 10



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

27

(f-1) A retailer may be licensed to operate at a principal

location and one or more branch locations under a single license;

provided, however, that a separate application must be made for

each branch, and each branch must be separately bonded.

(g) A person may not make an announcement concerning the
sale, exchange, or lease-purchase of, or offer to sell, exchange,
or lease-purchase, a manufactured home to a consumer in this state
through an advertisement unless the person holds a manufacturer's,
retailer's, or broker's license. This subsection does not apply to:

(1) a person exempt from licensing [+o—whom—a

a2=-monthpexriod]; or

(2) an advertisement concerning real property on [+e]

which there is a manufactured home that has been converted to real

property in accordance with Section 1201.2055 [pexrmanently

attached].
SECTION 8. Subsections (a), (b), and (c¢), Section 1201.102,
Occupations Code, are amended to read as follows:

(a) A licensed installer may employ unlicensed persons to

assist in performing installation functions provided that the

licensed installer maintains a list of the persons so employed. The

director may issue an order to prohibit a person who is not licensed

as an installer from performing installation functions under the

oversight of a licensed installer [Aremptoyee—who—acts—as—anagent
= 15 hold . 1] Lo holder'c 1 1
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(b) A licensee may engage another person who is not licensed

under this chapter but possesses another license issued by the

State of Texas to provide goods and services subject to that other

license. Without limiting the generality of the foregoing, this

includes engaging others to install, connect, or otherwise work on

air conditioning, plumbing, and electrical systems [Except—as

(c) An individual who [Imthe—case—sefa—solteproprietorshipry

partnerchip,—or coxporation—that] holds a retailer's license ox

broker's license or who is a related person of such a licenseel[+—an
owner partneroxr officer—of-that entity] is not required to apply
for a salesperson's license [if—that—ewner—partner,—ox—officer—36

SECTION 9. Section 1201.103, Occupations Code, is amended

by amending Subsections (a) and (d) and adding Subsection (a-1) to
read as follows:

(a) An applicant for a license as a manufacturer, retailer,
broker, rebuilder, or installer must file with the director a
license application containing:

(1) the legal name, address, and telephone number of

the applicant and each person who will be a related person at the

time the requested license is issued;
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(2) all [+he] trade names, and the names of all other

business organizations, under [meme—by] which the applicant does

business subject to this chapter [end—3f dncorpoxrated], the name

of each such business organization registered with the secretary of

state, and the address of such [£hke] business organization; [ané]

(3) the dates on which the applicant became the owner
and operator of the business; and

(4) the location to which the license will apply.

(a=1) All required records of a licensee under Subsection

(a) are to be maintained at the licensee's principal office or such

other location within this state as the licensee may designate.

(d) An applicant for a salesperson's license must:

(1) file with the director an application that
provides any information the director considers necessary and that
is sponsored by a currently licensed[,bended] retailer or broker;
and

(2) pay the required fee.

SECTION 10. Sections 1201.104 and 1201.105, Occupations
Code, are amended to read as follows:
Sec. 1201.104. QUALIFICATIONS FOR LICENSE. (a) Except as

provided by Subsection (e), as a requirement [prereguisite] for a

manufacturer's, retailer's, broker's, installer's, salvage

rebuilder's, or salesperson's license, a person who was not

licensed or registered with the department or a predecessor agency

on September 1, 1987, must, not more than 12 months before applying

for the person's first license under this chapter, attend and

successfully complete 20 hours of instruction in the law, including
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instruction in consumer protection regulations. If the applicant

is not an individual, the applicant must have at least one related

person who meets this requirement [ Fhe—director—may—pot—issge—a

T rCTTTY

(b) Except in the case of an applicant for a salesperson's

license, successful completion of the course of instruction is a

prerequisite to obtaining the license.

(c) An applicant for a salesperson's license may apply for a

license without having completed the course of instruction provided

that the person successfully completes the next scheduled course

offered after the date of the person's licensure. If the person

fails to complete such course successfully and in a timely manner,

the person's license is automatically suspended until the person

successfully completes the course.

(d) The course of instruction must be offered at least

quarterly.

(e) The board shall adopt rules relating to course content

and approval. Classes must be live. Online or other electronic

classes are not permitted.

(f) An applicant for an initial installer's license shall

receive a license on a probationary basis. The person's

probationary status shall remain in effect until such time as a

sufficient number of installations completed by the person have

been inspected by the department and found not to have any

identified material violations of the department's rules. The

board, with the advice of the advisory committee to be established
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undexr Section 1201.251, shall adopt rules to establish what

constitutes a sufficient number of installations under this

subsection.

(g) [4+e—Fnsteadofthecourseof instructions

[+e)] Subsection (a) does not apply to a license holder [ex
registratien-holdexr] who applies:

(1) for a license for an additional business location;

(2) to renew or reinstate a license[+o¥

[3)—Ffora—salesperson's—ticense].

(h) [45] An examination must [mey—sret] be a requirement of

successful completion of any initial required course of instruction

under this section [madeaprereguisitesoflicensing).

Sec. 1201.105. SECURITY REQUIRED. (a) The department may

not issue or renew a license unless a bond or other security in a
form prescribed by the director is filed with the department as
provided by this subchapter. The bond or other security is payable
to the trust fund.

(b) If a bond is filed, the bond must be issued by a company
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authorized to do business 1in this state and must conform to
applicable provisions of the Insurance Code. If other security 1is

filed, that security must be maintained in or by a federally insured

depository [bamking] institution located in this state.

(c) 1If the department experiences significant problems in

obtaining timely reimbursements from a surety or the surety has

experienced a deterioration in its financial condition, the board

may direct the director to stop accepting bonds issued by the

surety.
SECTION 11. Section 1201.106, Occupations Code, is amended

by amending Subsection (a) and adding Subsection (a-1) to read as
follows:

(a) An applicant for a license or a license holder shall
file a bond or other security under Section 1201.105 for the
issuance or renewal of a license in the following amount:

(1) $100,000 for a manufacturer;

(2) $50,000 for a retailer's principal location

(3) $50,000 for each retailer's branch location;

(4) $50,000 [$304068] for a rebuilder;

(5) [443] $50,000 for a broker; or

(6) $25,000 [453—$10,600] for an installer.

(a-1) Notwithstanding the provisions of Subsection (a), the

director may require additional security for the licensing,

renewal, or relicensing of a person who, either directly, as a

related person, or through a related person, has been the subject of

a license revocation, has caused the trust fund to incur
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unreimbursed costs or liabilities in excess of available surety

bond coverage, or has failed to pay an administrative penalty that

has been assessed by final order.

SECTION 12. Section 1201.108, Occupations Code, is amended
to read as follows:
Sec. 1201.108. SECURITY: CHANGE IN OWNERSHIP OR LOCATION.
(a) A new bond is not required for a change in:
(1) ownership of a licensee or a business entity under

which [ee¥poratien—+that3s] a license holder conducts business; or

(2) location.

(b) A licensee shall notify the department of a change

described by Subsection (a) not later than the 10th day before the

date the change occurs.

(c) After a change described by Subsection (a), the licensee

shall provide to the department a proper endorsement to the

original bond showing that the bond continues to apply to the
license without interruption [The—dixecctor—may reguire—a—proper
endersement—oftheoriginal bond].

SECTION 13. Subsections (a), (b), and (c), Section

1201.113, Occupations Code, are amended to read as follows:

(a) The board shall approve [reecogpize,—preparesr] or
administer [eexrtifieatien—and] continuing education programs for

licensees [saltespersons—regutated] under this chapter. A

continuing education program must be at least eight hours long and

must include the current rules of the department and such other

matters as the board may deem relevant.

(b) Attendance at an approved or administered continuing
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education course described by Subsection (a) is a prerequisite to

[ —an—ecducationatinstitation] .
SECTION 14. Section 1201.114, Occupations Code, is amended
to read as follows:

Sec. 1201.114. LICENSE EXPIRATION; PROBATIONARY LICENSE.

(a) Any license under this chapter other than a probationary [&

bhxao axr'lc
P~ o =y E ——

allexrls] license is

valid for [eme—vear— A salesperson's—ticenseisvalid—Ffox] two
years. A license may be renewed as provided by the director. A
person whose license has been suspended or revoked or whose license
has expired may not engage in activities that require a license
until the license has been reinstated or renewed.

(b) If the director determines that a licensed salesperson

or installer should receive a probationary license, the director

may issue a probationary license on such terms and for such period

as are deemed reasonable. The issuance of a license on a
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probationary basis, any one or more of the specific terms of the

probation, or the period of probation may be appealed before the

31st day after issuance of the probationary license by written

notice to the director. If appeal is made, the director shall set

the matter for a hearing before the State Office of Administrative

Hearings, and all administrative proceedings relating to the

issuance of the probationary license shall be deemed to be a

contested case under Chapter 2001, Government Code. If no appeal is

made, the probationary license shall be issued and shall remain in

effect in accordance with the terms specified [Theboard by rulemay

b 13 . g L of the 13 ]
.  ona ] "y L feo i bie].

SECTION 15. Subchapter C, Chapter 1201, Occupations Code,

is amended by adding Section 1201.118 to read as follows:

Sec. 1201.118. RULES RELATING TO CERTAIN PERSONS. The

board shall adopt rules providing for additional review and

scrutiny of any application for an initial or renewal license that

involves a person who has previously:

(1) been found in a final order to have participated in

one or more violations of this chapter that served as grounds for

the suspension or revocation of a license;

(2) been found to have engaged in activity subject to
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this chapter without possessing the required license;

(3) caused the trust fund to incur unreimbursed

payments or claims; or

(4) failed to abide by the terms of a final order,

including the payment of any assessed administrative penalties.

SECTION 16. Section 1201.1505, Occupations Code, is amended
to read as follows:

Sec. 1201.1505. DEPOSIT ON SPECIALLY ORDERED MANUFACTURED
HOMES. A retailer may require a [amn—earnestmoney]| deposit on a
specially ordered manufactured home [enly—ifs

Section—3204-152%].

SECTION 17. The heading to Section 1201.151, Occupations
Code, is amended to read as follows:

Sec. 1201.151. REFUNDS [REEUND-OE-BDEROSET].

SECTION 18. Section 1201.151, Occupations Code, is amended
by amending Subsection (a) and adding Subsection (e) to read as
follows:

(a) Except as otherwise provided by this section, a
retailer [—saltesperson,—or—agent—of the retailer] must refund a
consumer's deposit not later than the 15th day after the date that a

written request for the refund is received from the consumer.
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(e) A deposit becomes a down payment upon execution of a

binding written agreement. Thereafter, if the consumer exercises a

right of rescission, the retailer shall, not later than the 15th day

after the date of the rescission, refund to the consumer all money

and other consideration received from the consumer, without offset

or deduction.

SECTION 19. Section 1201.1521, Occupations Code, is amended
to read as follows:

Sec. 1201.1521. RESCISSION OF CONTRACT FOR SALE, EXCHANGE,
OR LEASE-PURCHASE OF HOME. (a) A person who acquires a

manufactured home from or through a licensee by purchase, exchange,

or lease-purchase may, not later than the third day after the date
the applicable contract is signed, rescind the contract without
penalty or charge.

(b) Subject to rules adopted by the board, a consumer may

waive a right of rescission in the event of a bona fide emergency.

Such rules shall, to the extent practical, be modeled on the federal

rules for the waiver of a right of rescission under 12 C.F.R. Part

226.
SECTION 20. Section 1201.158, Occupations Code, is amended
to read as follows:
Sec. 1201.158. SALESPERSON. A licensed salesperson may
work only for the salesperson's sponsoring [fexr—mere than-—one
retailer or broker [er—atmexrethanone sales location].

SECTION 21. Section 1201.159, Occupations Code, is amended

by amending Subsection (a) and adding Subsections (c) and (d) to

read as follows:
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(a) Except as provided by Section 1201.456, a [A] broker

shall ensure that the seller gives the buyer the applicable
disclosures and warranties that the buyer would have received if
the buyer had purchased the manufactured home through a licensed
retailer.

(c) A broker shall provide any person who engages the

broker's services with a written disclosure of which interests in

the transaction, if any, the broker represents.

(d) If the seller is required to possess a license by this

chapter, a broker may assist in the sale of a manufactured home only

if that seller has a current license.

SECTION 22. Section 1201.161, Occupations Code, is amended
by amending Subsections (a) and (d) and adding Subsection (e) to
read as follows:

(a) Notwithstanding any other statute or rule or ordinance,
a licensed retailer or licensed installer is not required to obtain
a permit, certificate, or license or pay a fee to transport
manufactured housing to the place of installation except as
required by [+

[ —+the departmentror
[£2)] the Texas Department of Transportation underx
Subchapter E, Chapter 623, Transportation Code.

(d) Unless the information provided for in Subsection (c) is

provided electronically, the [The] department shall pay the

reasonable cost of providing the copies or the list and information
under Subsection (c).

(e) The copies and lists to be provided under this section
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may be provided electronically.

SECTION 23. Section 1201.162, Occupations Code, is amended
to read as follows:
Sec. 1201.162. DISCLOSURE BY RETAILER AND LENDER.

(a) Before the completion of a credit application or more than one

day before entering into any agreement for a sale, exchange, or the

exercise of the lease purchase option that will not be financed, the

retailer [ex—agent] must provide to the consumer a written

disclosure in the form promulgated by the board. The disclosure

shall be in at least 12-point type and must address matters of

concern relating to costs and obligations that may be associated

with home ownership, matters to be considered in making financing

decisions, related costs that may arise when purchasing a

manufactured home, and such other matters as the board may dcem

appropriate to promote informed purchase, financing, and related

decisions regarding the acquisition and ownership of a manufactured

home. The form shall also conspicuously disclose the consumer's

right of rescission.
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reccind thecontract without-penatty er charge+—

[{&)] A federally insured financial institution or lender
approved or authorized by the United States Department of Housing
and Urban Development as a mortgagee with direct endorsement
underwriting authority that fully complies with federal Truth in
Lending disclosures concerning the terms of a manufactured housing
transaction is exempt from the disclosure provisions of this
section.

(c) The right of rescission described in Subsection (a)

shall apply only to the sale transaction between the retailer and

the consumer.

[{e)}] Failure by the retailer to comply with the disclosure

provisions of this section does not affect the validity of a

subsequent conveyance or transfer of title of a manufactured home

or otherwise impair a title or lien position of a person other than

the retailer. The consumer shall continue to have the right of

rescission with regard to the retailer until the end of the third

day after the retailer delivers a copy of the disclosure required by

Subsection (a). The consumer's execution of a signed receipt of a

copy of the disclosure required by Subsection (a) shall constitute

conclusive proof of the delivery of the disclosure. If the consumer

grants a person other than the retailer a lien on the manufactured

home, the right of rescission shall immediately cease on the filing

of the lien with the department.

SECTION 24. Section 1201.164, Occupations Code, is amended
to read as follows:

Sec. 1201.164. ADVANCE COPY OF [INSTALEMENET] CONTRACT AND
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DISCLOSURE STATEMENTS; OFFER BY RETAILER. (a) In a transaction

that is to be financed and that will not be subject to the federal

Real Estate Settlement Procedures Act of 1974 (Pub. L. No. 93-533)

and its implementing regulations [echattel mortgage—transaction
inveoltving—an—installment contract], a retailer shall deliver to a

consumer at least 24 hours before the contract is fully executed the

contract, with all required information included, signed by the
retailer. The delivery of the [4mstallment] contract, with all
required information included, signed by the retailer constitutes a

firm offer by the retailer. Except as provided for in Subsection

(b), the [Fhe] consumer may accept the offer not earlier than 24
hours after the delivery of the contract. If the consumer has not
accepted the offer within 72 hours after the delivery of the
contract, the retailer may withdraw the offer.

(b) The consumer may modify or waive the right to rescind

and the deadlines for disclosures before the execution of the

contract that are provided by Subsection (a) if the consumer

determines that the purchase of the manufactured home is needed to

meet a bona fide personal emergency. If the consumer has a bona

fide personal emergency that necessitates the immediate purchase of

the manufactured home, the consumer shall give the retailer a dated

written statement that describes the emergency, specifically

modifies or waives the notice periods and any right of rescission,

and bears the signature of all of the consumers entitled to the

disclosures and right of rescission. In such event the retailer

shall immediately give the consumer all of the disclosures required

by this code and sell the manufactured home without the required
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waiting periods or the right of rescission. Printed forms for this

purpose are prohibited except in a county that has been declared

by the governor to be a major disaster area. If the governor

declares a county to be a major disaster area, the retailer may use

printed forms promulgated by the department. This exception shall

expire one year after the county has been declared a major disaster

area.
SECTION 25. Sections 1201.203, 1201.204, and 1201.205,
Occupations Code, are amended to read as follows:
Sec. 1201.203. FORMS; RULES. (a) The board [&irector]
shall [presexribe forms—and] adopt rules and forms relating to:
(1) the manufacturer's certificate;
(2) the statement of ownership and location;
(3) the application for a statement of ownership and
location; and

(4) the issuance of an initial or revised [=a]

statement of ownership [and—ltecation—at—the first retail—sale—and
for a subseguent sale or transferof a-manufactured-home].

(b) The board [&ireeter] shall adopt rules for the
documenting of the ownership and location of a manufactured home
that has been previously owned in this state or another state. The

rules must protect a lienholder recorded with the department [ep—=

ot ot omaoandt of ob-ax-oh 1.0
—eer T o Ire T o owircet—or=Tp o oo oIy A= o AR — o S = = = = = S T T

document—of titie].
Sec. 1201.204. MANUFACTURER'S CERTIFICATE. (a) A
manufacturer's certificate must show:

(1) on a form prescribed by the director [ex—on—another
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deeument], the original transfer of a manufactured home from the
manufacturer to the retailer; and

(2) on a form prescribed by the director, each
subsequent transfer of a manufactured home between retailers and
from retailer to owner, if the transfer from retailer to owner
involves a completed application for the issuance of a statement of
ownership and location.

(b) At the first retail sale of a manufactured home, a
manufacturer's certificate automatically converts to a document
that does not evidence any ownership interest in the manufactured
home described in the document. A security interest in inventory

evidenced by a properly recorded inventory finance lien [+he

mapafacturexrs—ecextifiecate] automatically converts to a security
interest in proceeds and cash proceeds.

(c) After the first retail sale of a manufactured home, the
retailer must [may] submit the original manufacturer's certificate

for that home to the department. If an application for an initial

statement of ownership is made without the required manufacturer's

certificate and the retailer does not provide it as required, the

department shall, on or before the issuance of the requested

statement of ownership and location, send written notice to each

party currently reflected on the department's records as having a

recorded lien on the inventory of that retailer. Failure to include

the original manufacturer's certificate with such an application

does not impair a consumer's ability to obtain, on submittal of an

otherwise complete application, a statement of ownership and

location free and clear of any liens other than liens created by or
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consented to by the consumer.

Sec. 1201.205. STATEMENT OF OWNERSHIP AND LOCATION FORM. A

statement of ownership and location must be evidenced by a

board-approved form issued by the department setting forth

[provide] :
(1) the name [mrames] and address [addxesses] of the

[purchaserand] seller and the name and, if it is different from the

location of the home, the mailing address of the new owner;

(2) the manufacturer's name and address and any model

designation, if available;

(3) 1in accordance with the board's [&ixeetox's] rules:
(A) the outside dimensions of the manufactured
home when installed for occupancy, as measured to the nearest
one-half foot at the base of the home, exclusive of the tongue or
other towing device; and
(B) the approximate square footage of the home
when installed for occupancy;
(4) the identification number for each section or
module of the home;
(5) the physical address where [county—of—this——state

in-whiek] the home is installed for occupancy, including the name of

the county, and, if it is different from the physical address, the

mailing address of the owner of the home;

(6) in chronological order of recordation, the date of

each lien, other than a tax lien, on the home and the name and

address of each 1lienholder, or, if a lien is not recorded, a

statement of that fact;
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(7) a statement regarding tax liens as follows:

"On January lst of each year, a new tax lien

comes into existence on a manufactured home in favor of

each taxing unit having jurisdiction where the home is

actually located on January 1st. In order to be

enforced, any such lien must be recorded with the Texas

Department of Housing and Community Affairs -

Manufactured Housing Division as provided by law. You

may check that division's records through its website

or contact that division to learn any recorded tax

liens. To find out about the amount of any unpaid tax

liabilities, contact the tax office for the county

where the home was actually located on January 1lst of

that year." [thesignatureof-—the—-owner—in-ink,—given
onrxeoceiptof-thedocument];

(8) a statement that if two or more eligible persons,

as determined by Section 1201.213, file with the application for
the issuance of a statement of ownership and location an agreement
signed by all the persons providing that the home is to be held
jointly with a right of survivorship, the director shall issue the
statement of ownership and location in all the names;

(9) the location of the home;

(10) a statement of whether the owner has elected to
treat the home as real property or personal property;

(11) statements of whether the home is a salvaged
manufactured home and whether the home is reserved for business use

only; and
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(12) any other information the board [&ixeector]
requires.

SECTION 26. Section 1201.2055, Occupations Code, is amended
by amending Subsection (b) and adding Subsection (i) to read as
follows:

(b) A statement of election under Subsection (a) must be

executed before a notary on the form of application for statement

and ownership and location promulgated by the board [made—b¥

affidawvit].

(i) Notwithstanding the 60-day deadline specified in

Subsection (d), if the closing of a mortgage loan to be secured by

real property including the manufactured home is held, the loan is

funded, and a deed of trust covering the real property and all

improvements on the property is recorded and the licensed title

company or attorney who closed the loan failed to complete the

conversion to real property in accordance with this chapter, the

holder or servicer of the loan may apply for a statement of

ownership and location electing real property status, obtain a

certified copy of the statement of ownership and location, and make

the necessary filings and notifications to complete such conversion

at any time provided that:

(1) the record owner of the home, as reflected on the

department's records, has been given at least 60 days' prior written

notice at:

(A) the location of the home and, if it is

different, the mailing address of the owner as specified in the

department records; and
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(B) any other location the holder or servicer

knows or believes, after a reasonable inguiry, to be an address

where the owner may have been or is receiving mail or is an address

of record;

(2) such notification shall be given by certified

mail; and

(3) the department by rule shall require evidence that

the holder or servicer requesting such after-the-fact completion of

a real property election has complied with the requirements of this

subsection.

SECTION 27. Sections 1201.206, 1201.207, 1201.2075,
1201.2076, and 1201.208, Occupations Code, are amended to read as
follows:

Sec. 1201.206. APPLICATION FOR ISSUANCE OF STATEMENT OF
OWNERSHIP AND LOCATION. (a) [4k)>] At the first retail sale of a
manufactured home, the retailer shall provide for the installation
of the home and ensure that the application for the issuance of a
statement of ownership and location is properly completed. The

consumer shall return the completed application to the retailer.

In accordance with Section 1201.204, the retailer shall surrender

to the department the original manufacturer's statement of origin

at the same time that the retailer applies for the first statement

of ownership and location.

(b) [4e3>] Not later than the 60th [36+k] day after the date
of the retail sale, the retailer shall provide to the department the
completed application for the issuance of a statement of ownership

and location. If for any reason the retailer does not timely comply
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with the requirements of this subsection, the consumer may apply

for the issuance of the statement.

(c) [48)>] Not later than the 60th [36+k] day after the date
of each subsequent sale or transfer of a home that is considered to
be personal property, the seller or transferor shall provide to the

department a completed application for the issuance of a new

statement of ownership and location. If for any reason the seller

or transferor does not timely comply with the requirements of this

subsection, the consumer may apply for the issuance of the

statement.

(d) If the seller accepts a trade—-in manufactured home as

part of the consideration for the sale of another manufactured

home, the seller shall file a completed application for the

issuance of a new statement of ownership and location reflecting

the change of ownership of the trade-in manufactured home from the

prospective buyer to the seller. The seller shall file the

application for the issuance of a new statement of ownership and

location for the traded in manufactured home at the same time that

the seller files the application for the issuance of a new statement

of ownership and location for the manufactured home that was sold by

the seller. If the seller is a retailer, the seller shall indicate

on the application for the issuance of the new statement of

ownership and location whether the trade-in manufactured home has

been added to the inventory of the retailer.

(e) Ownership of a manufactured home does not pass or vest
at a sale or transfer of the home until a completed application for

the issuance of a statement of ownership and location is filed with
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the department.

(f) If the owner of a manufactured home relocates the home,
the owner shall apply for the issuance of a new statement of
ownership and location not later than the 60th [36+h] day after the
date the home is relocated. The department shall require that the
owner submit evidence that the home was relocated in accordance
with the requirements of the Texas Department of Transportation.

(g) When the seller files an application for the issuance of

a statement of ownership and location for a used manufactured home

that is not in a retailer's inventory, the seller shall also file

with the department a statement from the tax assessor-collector

that there are no personal property taxes due on the manufactured

home that may have accrued on each January 1 that falls within the

18 months before the date of the sale.

(h) If a person selling a manufactured home to a consumer

for residential use fails to file with the department the

application for the issuance of a statement of ownership and

location and the appropriate filing fee before the 6lst day after

the date of the sale, the department may assess a fee of at least

$100 against the seller. The department shall have the authority to

enforce the collection of any fee from the seller through judicial

means. The department shall place on the application for the

issuance of a statement of ownership and location the following

legend in a clear and conspicuous manner:

"THE FILING OF AN APPLICATION FOR THE ISSUANCE OF A STATEMENT

OF OWNERSHIP AND LOCATION LATER THAN SIXTY (60) DAYS AFTER THE DATE

OF A SALE TO A CONSUMER FOR RESIDENTIAL USE MAY RESULT IN A FEE OF UP
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TO ONE HUNDRED DOLLARS ($100.00). ANY SUCH APPLICATION THAT IS

SUBMITTED LATE MAY BE DELAYED UNTIL THE FEE IS PAID IN FULL."

(i) When a properly completed notice of installation on the

department's promulgated form is filed that relates to a secondary

move, the notice must be accompanied by either:

(1) one true and correct copy of the original notice of

installation; or

(2) a certification that a true and correct copy of the

notice of installation has been provided to the chief appraiser for

the county in which the home was installed; the delivery of the copy

of the notice to the chief appraiser may be accomplished by either

certified mail or by electronic mailing of the electronically

reproduced document in a commonly readable format.

(i-1) If the method specified in Subsection (i) (2) is used

to report the installation, the department may adopt a discounted

fee for the filing of the notice of installation.

(§) In addition to providing each chief appraiser the

monthly report required by Section 1201.220, the department shall,

on request, provide tax collector one copy of any requested

reported notice of installation.

(k) Notwithstanding any provision in this chapter to the

contrary, if a person has acquired a manufactured home and the owner

of record or any intervening owners of liens or equitable interests

cannot be located to assist in documenting the chain of title, the

department may issue a statement of ownership and location to the

person claiming ownership if the person can provide a supporting

affidavit describing the chain of title and such reasonable

”~
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supporting proof as the director may require.

Sec. 1201.207. ISSUANCE OF STATEMENT OF OWNERSHIP AND

LOCATION. (a) Except as provided for in Subsection (a-1), the

[fhe] department shall process any completed application for the
issuance of a statement of ownership and location not later than the
15th working day after the date the application is received by the
department. If the department rejects an application, the
department shall provide a clear and complete explanation of the
reason for the rejection and instructions on how to cure any
defects, if possible.

(a=1) For the period immediately following June 30 of each

vear, the department shall, except for applications relating to new

manufactured homes and applications accompanied by a tax

certificate, cease issuing statements of ownership and location

until all tax liens filed with the department before June 30 have

been processed and either recorded or rejected. During this period

the department will post on its website a notice as to when it is

anticipated that processing statements of ownership and location

will resume and when it is anticipated that such processing will be

within the 15-working-day time frame provided by Subsection (a).

(b) If the department issues a statement of ownership and

location for a manufactured home, the department shall maintain a

record of the issuance in its electronic records [place—dn—its-files

the eoriginal statement—ofownership—andlocation] and shall mail a
[eextified] copy to the owner and each [ef—the—home—and to—anv]

lienholder.

(c) Except with respect to any change in use, but subject to

16
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Section 1201.2075, if the department has issued a statement of
ownership and location for a manufactured home, the department may
issue a subsequent statement of ownership and location for the home
only if all parties reflected in the department's records as having
an interest in the manufactured home give their written consent or
release their interest, either in writing or by operation of law, or

the department has followed the procedures provided by Section

1201.206(k) to document ownership and lien status. Once the

department issues a statement of ownership and location, the

department shall not alter the record of the ownership or lien

status of a manufactured home for any activity occurring before the

issuance of the statement of ownership and location without either

the written permission of the owner of record for the manufactured

home, their legal representative or a court order.

(d) Notwithstanding any other provision of this chapter, if

the consumer purchases a new manufactured home from a licensed

retailer in the ordinary course of business, whether or not a

statement of ownership and location has been issued for the

manufactured home, the consumer is a bona fide purchaser for value

without notice and is entitled to ownership of the manufactured

home free and clear of all liens and to a statement of ownership and

location reflecting the same on payment by the consumer of the

purchase price to the retailer. If there is an existing lien on the

new manufactured home perfected with the department, the owner of

the lien is entitled to recover the value of the lien from the

retailer.

(e) Notwithstanding any other provision of this chapter, if

17
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the consumer purchases a used manufactured home from a retailer in

the ordinary course of business, the consumer takes the

manufactured home free and clear of any liens created by the selling

retailer even if they are recorded.

Sec. 1201.2075. CONVERSION FROM PERSONAL PROPERTY TO REAL

PROPERTY. (a) Except as provided by Subsection (b) or Section

1201.206(k), the department may not issue a statement of ownership

and location for a manufactured home that is being converted from
personal property to real property until:

(1) each 1lien on the home 1is released by the
lienholder; or

(2) each 1lienholder gives written consent, to be
placed on file with the department.

(b) The department may issue a statement of ownership and
location before the release of any liens or the consent of any
lienholders as required by this section [endty] if the department
releases a certified copy of the statement to:

(1) a licensed title insurance company that has issued

a commitment to issue a title insurance policy covering all prior

liens on the home in connection with a loan that the title company

has closed; or

(2) a federally insured financial institution or
licensed attorney who has obtained from a licensed title insurance
company a title insurance policy covering all prior liens on the
home.

Sec. 1201.2076. CONVERSION FROM REAL PROPERTY TO PERSONAL

PROPERTY. (a) The department may not issue a statement of

© 39
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ownership and location for a manufactured home that 1is being
converted from real property to personal property until the
department has inspected the home and determined that it is
habitable and has notified the appropriate tax assessor-collector
of the conversion and:

(1) each lien, including a tax lien, on the home 1is
released by the lienholder; or

(2) each lienholder, including a taxing unit, gives
written consent, to be placed on file with the department.

(b) For the purposes of Subsection (a)(1), the department

may rely on a commitment for title insurance, a title insurance

policy, or a lawyer's title opinion to determine that any liens on

real property have been released.

Sec. 1201.208. PAYMENT OF TAXES REQUIRED FOR ISSUANCE OF

STATEMENT OF OWNERSHIP AND LOCATION. (a) Any licensee who sells,

exchanges, or lease-purchases a new manufactured home to any

consumer is responsible for the payment of all required sales and

(b) If it is determined that a new manufactured home was

sold, exchanged, or lease-purchased without the required sales and

use tax being paid, the payment shall be made from the fund, up to

the available penal amount of the licensee's bond or the remaining

balance of the security for the license, and a claim for

reimbursement shall be filed with the licensee's surety or the

A
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amount deducted from the security for the license [RPxreoof—ofpayment

maybe shown th Ry manhRer preseribed-bythe department].

SECTION 28. Section 1201.210, Occupations Code, is amended

by amending Subsection (c) and adding Subsection (d) to read as
follows:

(c}) A notice of appeal and request for hearing must be filed
with the director not later than the 30th day after the date of

notice of the director's action. If appeal is not timely made, the

revocation or suspension described in the notice of the director's

action becomes final.

(d) Until a revocation or suspension has become final, the

department shall place a hold on any activity relating to the

statement of ownership and location other than the recordation of

liens, including tax liens.

SECTION 29. Subsection (b}, Section 1201.214, Occupations
Code, is amended to read as follows:

(b) An owner or lienholder may provide to the department a
[£he] document of title and any additional information required by
the department and request that the department issue a statement of
ownership and location to replace the document of title. The
department shall mail to the owner or lienholder a [eextified] copy
of the statement of ownership and location issued under this
subsection.

SECTION 30. Subsection (a), Section 1201.216, Occupations
Code, is amended to read as follows:

(a) If the owner of a manufactured home notifies the
department that the owner intends to treat the home as real property

gsié
80R20084 E 41



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

or to reserve its use for a business purpose or salvage, the
department shall indicate on the statement of ownership and
location for the home that:

(1) the owner of the home has elected to treat the home
as real property or to reserve its use for a business purpose or
salvage; and

(2) except as provided by Section 1201.2055(h), the

home is [depaxtment] no longer [considers—the—home—to—be] a

manufactured home for purposes of regulation under this chapter or

of recordation of liens, including tax liens.

SECTION 31. Section 1201.217, Occupations Code, is amended
by amending Subsections (b) and (c) and adding Subsection (f) to
read as follows:

(b) Before declaring a manufactured home abandoned, the
owner of real property on which the home is located must send a
notice of intent to declare the home abandoned to the record owner
of the home, [amd] all lienholders at the addresses listed on the
home's statement of ownership and location on file with the

department, and the tax collector for each taxing unit that imposes

ad valorem taxes on the real property where the home is located.

The notice must include the address where the home is currently

located. If the person giving such notice knows that the person to

whom the notice is being given no longer resides and is no longer

receiving mail at such address, a reasonable effort shall be made to

locate the person and give the person notice at an address where the

person is receiving mail. Mailing of the notice by certified mail,

return receipt requested, postage prepaid, to the persons required

?
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to be notified by this subsection constitutes conclusive proof of
compliance with this subsection.

(c) On receipt of a notice of intent to declare a
manufactured home abandoned, the record owner of the home, [e¥] a

lienholder, or a tax assessor-collector for a taxing unit that

imposes ad valorem taxes on the real property on which the home is

located may enter the real property on which the home is located to

remove the home. The real property owner must disclose to the

record owner, lienholder, or tax assessor-collector seeking to

remove the home the location of the home and grant the person

reasonable access to the home. A person removing a home is

responsible to the real property owner for any damage to the real

property resulting from the removal of the home.

(f) This section does not apply if the person who owns the

real property on which the manufactured home is located and who is

declaring that the home is abandoned, or any person who is related

to or affiliated with that person, has now, or has ever owned, an

interest in the manufactured home.

SECTION 32. Sections 1201.219 and 1201.220, Occupations
Code, are amended to read as follows:

Sec. 1201.219. PERFECTION AND EFFECT OF LIENS. (a) A lien
on manufactured homes in inventory is perfected only by filing the

lien [a—seecurity agreement] with the department on the reqguired
form [in—a—Fform that contains +the informatieon—the directoexr

reguires]). Once perfected, the lien applies to the manufactured
homes in the inventory as well as to any proceeds from the sale of

those homes. The department may suspend or revoke the license of a

rd
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retailer who fails to satisfy a perfected inventory lien [under—the
termsof the securityagreement] .

(b) Except as provided by Subsection (a), a lien on a
manufactured home is perfected only by filing with the department
the notice of lien on a form provided by the department. The form

shall require the disclosure of the original dollar amount of the

lien and, if a tax lien, the name and address of the person in whose

name the manufactured home is listed on the tax roll. The

department shall disclose on its website the date of each lien

filing, the original amount of the lien claimed by each filing, and

the fact that the amount shown does not include additional sums

including interest, penalties, and attorney's fees. The statement

required by Section 1201.205(7) [xecerdation—ef—a—tien—withthe

department] is notice to all persons that the tax lien exists.
Except as expressly provided by Chapter 32, Tax Code, a lien
recorded with the department has priority, according to the
chronological order of recordation, over another lien or claim

against the manufactured home. Tax liens shall be filed by the tax

collector for any taxing unit having the power to tax the

manufactured home. A single filing by a tax collector is a filing

for all the taxing units for which the tax collector is empowered to

collect.

(¢) Notwithstanding any other provision of this or any other

law [cubehapter], the filing of a lien security agreement [by—=
secured party perfeeting—atien] on the inventory of a retailer does

not prevent a buyer in the ordinary course of business, as defined

by Section 1.201, Business & Commerce Code, from acquiring good and
'
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marketable title free of that lien [intexest], and the department

may not consider that [seeuwrityinterestas—a] lien for the purpose

of title issuance.

Sec. 1201.220. REPORT TO COUNTY TAX ASSESSOR-COLLECTOR.
(a) The department shall provide to each county tax
assessor-collector in this state a monthly report that, for each

manufactured home reported as having been installed in the county

during the preceding month and for each manufactured home
previously installed in the county for which a transfer of
ownership was recorded by the issuance of a statement of ownership
and location during the preceding month, lists:

(1) the name of the owner of the home;

(2) the name of the manufacturer of the home, if

available;

(3) the model designation of the home, if available;

(4) the identification number of each section or
module of the home;
(5) the address or location where the home was

reported as [+s] installed; and

(6) the reported date of the installation of the home.
(b) The director shall provide a copy of the report to the
chief appraiser of the appraisal district established for the

county in which the home is reported as installed.

SECTION 33. The heading to Section 1201.251, Occupations
Code, is amended to read as follows:

Sec. 1201.251. STANDARDS AND REQUIREMENTS ADOPTED BY BOARD
[BERECTOR] .

nY
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SECTION 34. Section 1201.251, Occupations Code, is amended
by amending Subsection (a) and adding Subsections (d) and (e) to
read as follows:

(a) The Dboard [&ireeter] shall adopt standards and
requirements for:

(1) the installation and construction of manufactured
housing that are reasonably necessary to protect the health,
safety, and welfare of the occupants and the public; and

(2) the construction of HUD-code manufactured homes in
compliance with the federal standards and requirements established
under the National Manufactured Housing Construction and Safety
Standards Act of 1974 (42 U.S.C. Section 5401 et seq.).

(d) In order to ensure that the determinations required by

this section are properly made by qualified persons:

(1) the board's rules may provide for the approval of

foundation systems and devices that have been approved by licensed

engineexrs; and

(2) any generic installation standards promulgated by

rule shall first be reviewed by an advisory committee established

by the board comprised of representatives of manufacturers,

installers, and manufacturers of stabilization systems or devices,

including one or more licensed engineers.

(e) The advisory committee established by Subsection (d)

shall make a report to the board setting forth each comment and

concern over any proposed rules. The members of the committee shall

have no personal liability for providing this advice.

SECTION 35. Subsection (a), Section 1201.252, Occupations

“
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Code, is amended to read as follows:

(a) A local governmental unit of this state may not adopt a
standard for the construction or installation of manufactured
housing in the local governmental unit that is different from a
standard adopted by the board [éixeeter] unless, after a hearing,
the board expressly approves the proposed standard.

SECTION 36. Sections 1201.253, 1201.254, and 1201.255,
Occupations Code, are amended to read as follows:

Sec. 1201.253. HEARING ON STANDARD OR REQUIREMENT. The
director shall publish notice and conduct a public hearing [4m
aecoxrdance-with-Sections—1204-054and-1201-060] before:

(1) adopting a standard or requirement authorized by
this subchapter;

(2) amending a standard authorized by this subchapter;
or

(3) approving a standard proposed by a local
governmental unit under Section 1201.252.

Sec. 1201.254. EFFECTIVE DATE OF REQUIREMENT OR STANDARD.
Each requirement or standard that is adopted, modified, amended, or
repealed by the board [édixeetex] must state its effective date [as
provided bySection—1201-054].

Sec. 1201.255. INSTALLATION OF MANUFACTURED HOUSING.
(a) Except as authorized under Section 1201.252, manufactured

housing that is installed must be installed in compliance with the

standards and rules adopted and orders issued by the department. An

uninstalled manufactured home may not be occupied for any purpose.

(b) An installer may not install a manufactured home at a

? “;"‘[/"»
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location on a site that has evidence of ponding, runoff under heavy

rains, or bare uncompacted soil unless the installer first obtains

the owner's signature on a form promulgated by the board disclosing

that such conditions may contribute to problems with the

stabilization system for that manufactured home, including

possible damage to that home, and the owner accepts that risk

[8ixeector].

SECTION 37. Subsection (b), Section 1201.301, Occupations
Code, is amended to read as follows:

(b) In enforcing this chapter, the director may authorize a
state inspector to travel inside or outside of the state to inspect
a licensee [mapufacturingfaecitity].

SECTION 38. The heading to Section 1201.302, Occupations

Code, is amended to read as follows:

Sec. 1201.302. INSPECTION BY LOCAL GOVERNMENTAL UNITS
[ ENEITIES OFHER THAN-DERARTMENT] .

SECTION 39. Subsections (a) and (b), Section 1201.302,
Occupations Code, are amended to read as follows:

(a) To ensure that a manufactured home sold or installed in
this state complies with the standards code, the director may by
contract provide for a federal agency or an agency or political
subdivision of this state or another state to perform an inspection
or inspection program under this chapter or under rules adopted by
the board [dixeetor].

(b) On request, the department shall authorize a local
governmental unit in this state to perform an inspection or

enforcement activity related to the construction of a foundation
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system or the erection or installation of manufactured housing at a
homesite under a contract or other official designation and rules
adopted by the board [éixeetex]. The department may withdraw the
authorization if the local governmental unit fails to follow the
rules, interpretations, and written instructions of the
department.

SECTION 40. Subsections (a) and (b), Section 1201.351,
Occupations Code, are amended to read as follows:

(a) The manufacturer of a new HUD-code manufactured home
shall warrant, in a separate written document, that:

(1) the home is constructed or assembled in accordance
with all building codes, standards, requirements, and regulations
prescribed by the United States Department of Housing and Urban
Development under the National Manufactured Housing Construction
and Safety Standards Act of 1974 (42 U.S.C. Section 5401 et seq.);
and

(2) the home and all appliances and equipment included
in the home are free from defects in materials or workmanship except

for cosmetic defects.

(b) The manufacturer's warranty is in effect until at least
the first anniversary of the date of initial installation of the

home at the consumer's homesite or the closing of the consumer's

purchase or acquisition of an already installed new home, whichever

is later.
SECTION 41. Sections 1201.352 through 1201.355,
Occupations Code, are amended to read as follows:

Sec. 1201.352. RETAILER'S WARRANTY ON A NEW HUD-CODE
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MANUFACTURED HOME. (a) The 1retailer of a new HUD-code

manufactured home shall warrant to the consumer in writing that:
(1) installation of the home at the initial homesite

was or will be, as applicable, completed in accordance with all

department standards, rules, orders, and requirements; and
(2) appliances and equipment included with the sale of
the home and installed by the retailer are or will be:

(A) installed in accordance with the
instructions or specifications of the manufacturers of the
appliances or equipment; and

(B) free from defects in materials or
workmanship.

The warranty may expressly disclaim or limit any warranty

regarding cosmetic defects.

(b) The retailer's warranty on a new HUD-code manufactured

home is in effect until the first anniversary of the later of the

date of initial installation of the home at the consumer's homesite

or the closing of the consumer's purchase or acquisition of the

home.
(c) Before the signing of a binding retail installment sales

contract or other binding purchase agreement on a new HUD-code

manufactured home, the retailer must give the consumer a copy of:

(1) the manufacturer's warranty;

(2) the retailer's warranty;

(3) the warranties given by the manufacturers of
appliances or equipment included with the home; and

(4) the name and address of the manufacturer or

il
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retailer to whom the consumer is to give notice of a warranty

service request.

(d) Not later than the 30th day after the installation of a

new HUD-code manufactured home, the retailer shall deliver to the

consumer a copy of the warranty given by the licensed installer.

Sec. 1201.353. NOTICE OF NEED FOR WARRANTY SERVICE.
(a) The consumer shall give written notice to the manufacturer,

[ex] retailer, or installer, as applicable, of a need for warranty

service or repairs.

(b) Written notice to the department is deemed to be notice

to the manufacturer, [e¥] retailer, or installer commencing three

business days after receipt and forwarding of the notice by the

department to the licensee by regular mail or electronic mail of a

scanned copy of the notice.

Sec. 1201.354. CORRECTIVE ACTION REQUIRED. The

manufacturer, [e¥] retailer, or installer, as applicable, shall

take appropriate corrective action within a reasonable period as
required by department rules to fulfill the written warranty
obligation.

Sec. 1201.355. CONSUMER COMPLAINT HOME INSPECTION. (a) If

the manufacturer, [e¥] retailer, or installer does not provide the

consumer with proper warranty service, the consumer may, at any
time, request the department to perform a consumer complaint home
inspection. The department may not charge a fee for the inspection.

(b) On payment of the required inspection fee, the

manufacturer, [ex] retailer, or installer may request the

department to perform a consumer complaint home inspection if the
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manufacturer, [e¥] retailer, or installer:

(1) believes the consumer's complaints are not covered

by the warranty of the manufacturer, [ex] retailer, or installer,

as applicable;

(2) believes that the warranty service was properly
provided; or

(3) disputes responsibility concerning the warranty
obligation.

(c) The department shall perform a consumer complaint home

inspection not later than the 30th day after the date of receipt of
a request for the inspection.

(d) Notwithstanding any other provision of this section,

the department may make an inspection at any time if it believes

that there is a reasonable possibility that a condition exists that

would present an imminent threat to health or safety.

SECTION 42. Subsections (a), (b), and (c), Section
1201.356, Occupations Code, are amended to read as follows:

(a) Not later than the 10th day after the date of a consumer
complaint home inspection, the department shall send a written
report and any order to the consumer, manufacturer, [ard] retailer,

and installer by certified mail, return receipt requested.

(b) The report shall specify:
(1) each of the consumer's complaints; and
(2) whether the complaint is covered by [edthex] the

manufacturer's, [ex] retailer's, or installer's warranty and, if

so, which of those warranties.

(c) The director shall issue to the manufacturer, [o¥]

13f
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retailer, or installer an appropriate order for corrective action

by the manufacturer, [ex] retailer, or installer specifying a

reasonable period for completion of the corrective action. With

regard to new manufactured homes, both the installer and the

retailer are responsible for the warranty of installation. If the

department determines that a complaint is covered by the

installation warranty, the director shall issue the order to the

installer for the corrective action. If the installer fails to

perform the corrective action, the installer shall be subject to

the provisions of Section 1201.357. In that instance, the director

shall issue the same order for corrective action to the retailer

with a new time frame not to exceed 10 days unless additional time

is needed for compliance upon a showing of good cause. If the

retailer is compelled to perform corrective action because of the

failure of the installer to comply with the director's order, the

retailer may seek reimbursement from the installer. The period for

the performance of any required warranty work may be shortened by

the director as much as is feasible if the warranty work is believed

necessary to address a possible imminent threat to health or

safety.
SECTION 43. Sections 1201.357 and 1201.358, Occupations

Code, are amended to read as follows:
Sec. 1201.357. FAILURE TO PROVIDE WARRANTY SERVICE.

(a) If the manufacturer, [ex] retailer, or installer, as

applicable, fails to provide warranty service within a [&he] period
specified by the director [epder—Seetieon—31201-356], the

manufacturer, [e*] retailer, or installer must show good cause in

ey
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writing as to why the manufacturer, [e¥] retailer, or installer

failed to provide the service.

(b) If the manufacturer, [e¥] retailer, or installer, as

applicable, fails or refuses to provide warranty service in
accordance with the department order under Section 1201.356, the

director shall hold an informal meeting [e—heaxing] at which the

manufacturer, [ex] retailer, or installer must show cause as to why

the manufacturer's, [ex] retailer's, or installer's license should

not be suspended or revoked and at which the consumer may express

the person's views. Following the meeting, the director shall

either resolve the matter by agreed order, dismiss the matter if no

violation is found to have occurred, or institute an administrative

action, which may include license suspension oOr revocation, the

assessment of administrative penalties, or a combination of such

actions.

(¢) If the manufacturer, [ex] retailer, or installer is

unable to provide warranty service in accordance with the
department order under Section 1201.356 as a result of an action of

the consumer, the manufacturer, [o¥] retailer, or installer must

make that allegation 1in the written statement required by
Subsection (a). The department shall investigate the allegation,
and if the department determines that the allegation is credible,
the department shall issue a new order specifying the date and time
of the proposed corrective action. The department shall send the
order to the consumer and the manufacturer, [e¥] retailer, or
installer, as applicable, by certified mail, return receipt
requested. If the consumer refuses to comply with the department's

%%
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new order, the manufacturer, [e¥] retailer, or installer, as

applicable:
(1) is discharged from the obligations imposed by the
relevant department orders;

(2) has no liability to the consumer with regard to

that warranty; and

(3) 1s not subject to an action by the department for
failure to provide warranty service.
Sec. 1201.358. FAILURE TO SHOW GOOD CAUSE; HEARING RESULTS.

(a) Failure by the manufacturer, [e¥] retailer, or installer to

show good cause under Section 1201.357(a) is a sufficient basis for
suspension or revocation of the manufacturer's, [e¥] retailer's, or

installer's license.

(b) If the director determines that an order was incorrect

regarding a warranty obligation, the director shall issue a final

order stating the correct warranty obligation and the right of the

manufacturer, retailer, or installer to indemnification from one of

the other parties [aftexr—the-hearingunder-Section 120135 b} —the
1 : : ] ] : i . \1 356
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(c) The director may issue an order:
(1) directing a manufacturer, [ex] retailer, or
installer whose license 1is not revoked and who 1is not out of
business to perform the warranty obligation of a manufacturer, [ex]

retailer, or installer whose license is revoked or who is out of

business; and
(2) giving the manufacturer, [e¥] retailer, ox
installer performing the obligation the right of indemnification

against another party [+he-ether].

(d) A manufacturer, [e¥] retailer, or installer entitled to

indemnification under this section is a consumer for purposes of
Subchapter I and may recover actual damages [and—attorney's—fees]
from the trust fund.

SECTION 44. Section 1201.361, Occupations Code, is amended
to read as follows:

Sec. 1201.361. INSTALLER'S  WARRANTY. (a) For all
[secondaxry] installations [npet—eeovered—by—theretailer c—warranty
desecribed by Section—1201-352andfor—the installationof—allused
manufactured-homes], the installer shall give the manufactured home
owner a written warranty that the installation of the home was
performed in accordance with all department standards, rules,

orders, and requirements. The warranty for the installation of a

new HUD-code manufactured home is to be given by the retailer, who

is responsible for installation. If the retailer subcontracts this

function to a licensed installer, the retailer and installer are

jointly and severally responsible for performance of the warranty.

(b) The warranty must conspicuously disclose the

» A
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requirement that the consumer notify the installer of any claim in
writing in accordance with the terms of the warranty. Unless the

warranty provides for a longer period, the installer or retailer

has no obligation or liability under the person's warranty for any

defect described in a written notice received from the consumer

more than two years after the later of the date of purchase or the

date of [+he] installation.
SECTION 45. Subchapter H, Chapter 1201, Occupations Code,
is amended by adding Section 1201.362 to read as follows:

Sec. 1201.362. INSPECTIONS NOT LIMITED; CORRECTIONS.

(a) Nothing in this chapter shall 1limit the ability of the

department to inspect a manufactured home at any time.

(b) Notwithstanding the limitations and terms of any

warranty, the director may, whenever the department identifies any

aspect of an installation that does not conform to applicable

requirements, order the licensee who performed the installation to

correct it, oxr, if that licensee is no longer licensed, reassign

correction to a licensed installer and reimburse the person from

the fund for the costs of correction.

SECTION 46. Subsection (a), Section 1201.402, Occupations
Code, is amended to read as follows:

(a) The director shall administer the trust fund [as—sxustee
ofthatfund] .

SECTION 47. Subsection (b), Section 1201.404, Occupations
Code, is amended to read as follows:

(b) The trust fund and the director are not liable to the

consumer if the trust fund does not have the money necessary to pay

&
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the actual damages [and—-atterney's—fees] determined to be payable.

The director shall record the date and time of receipt of each
verified complaint and, as money becomes available, pay the

consumer whose claim is the earliest by date and time to have been

found to be verified and properly payable.

SECTION 48. Section 1201.405, Occupations Code, 1is amended
by adding Subsections (f) and (g) to read as follows:

(f) The trust fund is not liable for and the director may not

pay:

(1) actual damages to reimburse an affiliate or

related person of a licensee, except when the director issues an

order under Sections 1201.358(b) and (c);

(2) actual damages to correct matters that are solely

cosmetic in nature;

(3) for attorney's fees; or

(4) actual damages to address other matters, unless

the matters involve:

(A) a breach of warranty;

(B) a failure to return or apply as agreed money

received from a consumer or money for which the consumer was

obligated; or

(C) the breach of an agreement to provide goods

or services necessary to the safe and habitable use of a

manufactured home such as steps, air conditioning, access to

utilities, or access to sewage and wastewater treatment.

(g) The board by rule may place reasonable limits on the

costs that may be approved for payment from the trust fund,
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including the costs of reassigned warranty work, and require

consumers making claims that may be subject to reimbursement from

the trust fund to provide estimates establishing that the cost will

be reasonable. Such rules may also specify such procedures and

requirements as the board may deem necessary and advisable for the

administration of the trust fund.

SECTION 49. Sections 1201.406 and 1201.407, Occupations
Code, are amended to read as follows:
Sec. 1201.406. PROCEDURE FOR RECOVERY FROM TRUST FUND.
(a) To recover from the trust fund, a consumer must file a written,
sworn complaint in the form required by the director not later than
the second anniversary of:
(1) the date of the alleged act or omission causing the
actual damages; or
(2) the date the act or omission 1is discovered or
should reasonably have been discovered.
(b) On receipt of a verified complaint, the department
shall:
(1) notify each appropriate license holder and the

issuer of any surety bond issued in connection with their licenses;

and

(2) investigate the claim and issue a preliminary

determination, giving the consumer, the licensee, and any surety an

opportunity to resolve the matter by agreement or to dispute the

preliminary determination.

(c) If the matter being investigated is not resolved by

agreement or is disputed by written notice to the director before

[
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the 31st day after the date of the preliminary determination, the

preliminary determination shall automatically become final and the

director shall make demand on the surety or deduct any payable

amount of the claim from the licensee's security [+e—detexminer
[42) ] 1ids £ 4] Lo ,
[{B)—whether the —complaint—can—be—resotved—by
1ia] : c b 14 holdes] .

Sec. 1201.407. DISAGREEMENT OF PARTIES; INFORMAL DISPUTE

RESOLUTION PROCESS. (a) If a preliminary determination 1is

disputed, the [ LHicense—holders—or a—license—holder—and a—conSumer
disagree—as—to—responsibility—feor—a——complainty—the] department
shall conduct an informal dispute resolution process, including a
home inspection if appropriate, to resolve the dispute.

(b) For a preliminary determination that has been disputed

[elaimdetermined] to become final and [be] valid, the department

shall make any changes the director determines to be appropriate

and issue another written [&] preliminary determination [duxing—the

informal dispute resolution—process] as to the responsibility and

liability of the manufacturer, retailer, broker, and installer.

(c) Before making a final determination, the department
shall allow [pxewide] a license holder 10 days [am—eppextunity] to
comment on this [+he] preliminary determination.

(d) After consideration of the comments, if any, the

director shall issue a final determination.

(e) The final determination may be appealed to the board on

or before the 10th day after the date of its issuance by giving

written notice to the director, who shall place the matter before

1
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the board at the next meeting held on a date for which the matter

could be publicly posted as required by Chapter 551, Government

Code.

L h the ine 14y Lty hel

license holder or surety, as applicable, 1is bound by the
department's final determination of responsibility and liability.

SECTION 50. Subsections (a) and (b), Section 1201.409,
Occupations Code, are amended to read as follows:

(a) Except as otherwise provided by Subchapter C, the trust
fund shall be reimbursed by the surety on a bond or from other
security filed under Subchapter C for the amount of a claim that [+

[433] 1is paid out of the trust fund by the director to
a consumer in accordance with this subchapter [+and

[2—resulted fromanact—oromicsion of the licensce
hotder wheo filedthebondoex—other security].

(b) Payment by the surety or from the other security must be

made not later than the 30th day after the date of [xeceipt—ef]

notice from the director that a consumer claim has been paid.
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SECTION 51. Section 1201.410, Occupations Code, is amended
to read as follows:

Sec. 1201.410. INFORMATION ON RECOVERY FROM TRUST FUND

[ ENEORMATIONAL—PRAMPHEET] | [+&+] The director shall prepare

information for notifying [a—pamphlet—inferming] consumers of their

rights to recover from the trust fund, shall post the information on

the department's website, and shall make printed copies available

on request.

[
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SECTION 52. Subsection (b), Section 1201.451, Occupations
Code, is amended to read as follows:

(b) Not later than the 60th [36&h] day after the effective
date of the transfer of ownership or the date the seller orx
transferor obtains possession of the necessary and properly
executed documents, the seller or transferor shall forward to the
purchaser or transferee the necessary, executed documents. If the

seller or transferor fails to forward the documents on a timely

basis, the purchaser or transferee may apply directly for the

documents. On receipt of the documents, the purchaser or

transferee shall apply for the issuance of a statement of ownership
and location.
SECTION 53. Section 1201.453, Occupations Code, is amended
to read as follows:
Sec. 1201.453. HABITABILITY. Manufactured housing 1is
habitable only if:
(1) there is no defect or deterioration in or damage to

m
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the home that creates a dangerous situation;
(2) the plumbing, heating, and electrical systems are
in safe working order;
(3) the walls, floor, and roof are:
(A) free from a substantial opening that was not
designed; and
(B) structurally sound; and
(4) all exterior doors and windows are in place and

operate properly.

SECTION 54. Subsection (b), Section 1201.457, Occupations
Code, is amended to read as follows:

(b) If a used manufactured home is reserved for business use

or salvaged, a person may not [The—purchaser of ausedmanufactuxed

dwellingo¥] knowingly allow any person to occupy or use the home as

a dwelling unless the director issues a new statement of ownership
and location indicating that the home is no longer reserved for
business use or salvage. On the purchaser's application to the
department for issuance of a new statement of ownership and
location, the department shall inspect the home and, 1if the
department determines that the home is habitable, issue a new [+he]
statement of ownership and location.

SECTION 55. Section 1201.459, Occupations Code, 1s amended
to read as follows:

Sec. 1201.459. COMPLIANCE NOT REQUIRED FOR SALE FOR

COLLECTION OF DELINQUENT TAXES. (a) In selling a manufactured
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home to collect delingquent taxes, a tax assessor-collector

[eodttectox] 1is not required to comply with this subchapter or
another provision of this chapter relating to the sale of a used
manufactured home.

(b) If a [+hke] home does not have a serial number, seal, or

label, the tax appraiser or tax assessor-collector [eedtlectox]

may [+

[+4)>] apply to the department for a seal if the tax

appraiser or assessor-collector assumes full responsibility for

the affixation of a seal to the home and the seal is actually

affixed on the home [+
[{2—paytheapplicablefeerand
[{3)—recover—thatfee—as—part—of—thecost—of—+the—sale
ef—+the home].

(c) A [The] seal issued to a tax appraiser or [+he] tax

assessor-collector [eedtdecter] is for identification purposes only

and does not imply that:
(1) the home is habitable; orx
(2) a purchaser of the home at a tax sale may obtain a
new statement of ownership and location from the department without
an inspection for habitability.
SECTION 56. The heading to Section 1201.461, Occupations
Code, is amended to read as follows:

Sec. 1201.461. SALVAGED MANUFACTURED HOME ; CRIMINAL

PENALTY.
SECTION 57. Section 1201.461, Occupations Code, is amended

by adding Subsections (g) and (h) to read as follows:

\d‘ i
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(g) A county or other unit of local government that

identifies a manufactured home within its jurisdiction that has

been declared salvage may impose on that home such inspection,

correction, and other requirements as it could apply if the home

were not a manufactured home.

(h) A licensee may not participate in the sale, exchange,

lease-purchase, or installation for wuse as a dwelling of a

manufactured home that is salvage and that has not been repaired in

accordance with this chapter and the department's rules. An act

that is prohibited by this subsection is deemed to be a practice

that constitutes an imminent threat to health or safety and is

subject to the imposition of penalties and other sanctions provided

for by this chapter. A violation of this subsection is a Class B

misdemeanor.

SECTION 58. Section 1201.503, Occupations Code, is amended
to read as follows:

Sec. 1201.503. PROHIBITED ALTERATION. Before the sale to a
consumer of a new manufactured home to which a label has been
attached and before installation of the home, a manufacturer,
retailer, broker, or installer may not alter the home or cause the
home to be altered without obtaining prior written approval from a

licensed engineer and providing evidence of such approval to the

department.

SECTION 59. Subsection (a), Section 1201.506, Occupations
Code, is amended to read as follows:

(a) A retailer or broker:

(1) shall comply with Subtitles A and B, Title 4,

7y
iy N
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Finance Code, and the Truth in Lending Act (15 U.S.C. Section 1601
et seq.); [aré]

(2) may not advertise an interest rate or finance
charge that is not expressed as an annual percentage rate; and

(3) shall comply with all applicable provisions of the

Finance Code.

SECTION 60. Subchapter K, Chapter 1201, Occupations Code,
is amended by adding Section 1201.513 to read as follows:

Sec. 1201.513. DISPOSITION OF TRADE-INS AND OCCUPANCY OF

HOMES BEFORE CLOSING. (a) A retailer may not sell a trade-in

manufactured home before the closing of the sale in connection with

which the retailer receives the trade-in.

(b) A retailer may not knowingly permit a consumer to occupy

a manufactured home that is the subject of a sale, exchange, or

lease-purchase to that consumer before the closing of any required

financing unless the consumer is first given a form adopted by the

board disclosing that if for any reason the financing does not

close, the consumer may be required to vacate the home.

SECTION 61. Sections 1201.551, 1201.552, and 1201.553,
Occupations Code, are amended to read as follows:

Sec. 1201.551. DENIAL OF LICENSE; DISCIPLINARY ACTION.
(a) The director [—afternotice—as provided—for—under—Section
1201054 and—a hearing—as—provided—by—Sections—1203-054—and
1201.0606,] may deny, permanently revoke, or suspend for a definite
period and specified sales location or geographic area a license if
the director determines that the applicant or license holder:

(1) knowingly and wilfully violated this chapter or a
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rule adopted or order issued under this chapter;

(2) unlawfully retained or converted money, property,
or any other thing of value from a consumer in the form of a down
payment, sales or use tax, deposit, or insurance premium;

(3) failed repeatedly to file with the department a

completed [+imelyPprovide—to—a—econsumer—an] application for a

statement of ownership and location before the 6lst day after the

date of the sale of a manufactured home as required by Section

1201.206 or the date of the installation, whichever occurred later

[eandany information necessary-to—complete—theapptication];

(4) failed to give or breached a manufactured home

warranty required by this chapter or by the Federal Trade
Commission;

(5) engaged in a false, misleading, or deceptive act
or practice as described by Subchapter E, Chapter 17, Business &
Commerce Code;

(6) failed to provide or file a report required by the
department for the administration or enforcement of this chapter;

(7) provided false information on an application,
report, or other document filed with the department;

(8) acquired a criminal record during the five-year
period preceding the application date that, in the opinion of the
director, makes the applicant unfit for licensing; [e¥]

(9) failed to file a bond or other security for each
location as required by Subchapter C; or

(10) has had another license issued by this state

revoked or suspended.
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(b) The director [depaxtment] may suspend or revoke a
license if, after receiving notice of a claim, the license holder or

the license holder's surety fails or refuses to pay a final claim

paid from the trust fund for which demand for reimbursement was made
[ .. . ] £ 1 1 . 4 bed
by-Seection1203-407].

Sec. 1201.552. [BEEARING—CONCERNING] LICENSE REVOCATION,

SUSPENSION, OR DENIAL; HEARING. The director may issue an order to

revoke, suspend, or deny a new or renewal license. If, before the

31st day after an order revoking, suspending, or denying a license

is issued, the person against whom the order is issued requests a

hearing by giving written notice to the director, the director

shall set a hearing before the State Office of Administrative

Hearings. If the person does not request a hearing before the 31st

day after the date the order is issued, the order becomes final.

Any administrative proceedings relating to the revocation,

suspension, or denial of a license under this subsection shall be a

contested case under Chapter 2001, Government Code. The board

shall issue an order after receiving a proposal for decision [shadd
. ] . . Lo ] lonial 1 .

. e 014 . 3 PR 001 ¢
Codel].

Sec. 1201.553. JUDICIAL REVIEW. Judicial review of any
[ar] order, decision, or determination of the board [direetex] is
instituted by filing a petition with a district court in Travis
County as provided by Chapter 2001, Government Code.

SECTION 62. Section 1201.605, Occupations Code, is amended

T

80R20084 E 68



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

27

to read as follows:
Sec. 1201.605. ADMINISTRATIVE PENALTY. (a) The director

may assess against a person who fails to comply with [ebtain—e¥r
maintaina—ticense—as—reguiredby] this chapter, the rules adopted

under this chapter, or any final order of the department an

administrative penalty in an amount not to exceed $10,000 for each
violation of this chapter and:

(1) reasonable attorney's fees;

(2) administrative costs;

(3) witness fees;

(4) investigative costs; and

(5) deposition expenses.

(b) The director may assess against a licensee [xetailexr]
who fails to provide information to a consumer as required by this
chapter an administrative penalty in an amount not to exceed:

(1) $1,000 for the first violation;
(2) $2,000 for the second violation; and
(3) $4,000 for each subsequent violation.

(c) In determining the amount of an administrative penalty

assessed under this section, the director shall consider:

(1) the seriousness of the violation;

(2) the history of previous violations;

(3) the amount necessary to deter future violations;

(4) efforts made to correct the violation; and

(5) any other matters that justice may require.

(d) The director may impose an administrative penalty in

accordance with this section. If, before the 31st day after the

e
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date a person receives notice of the imposition of an

administrative penalty, the person requests a hearing by giving

written notice to the director, the director shall set a hearing

before the State Office of Administrative Hearings. If the person

does not request a hearing before the 31st day after the date the

person receives notice of the imposition of the administrative

penalty, the penalty becomes final. Any administrative proceedings

relating to the imposition of an administrative penalty under this

subsection shall be a contested case under Chapter 2001, Government

Code. The board shall issue an order after receiving a proposal for

decision.

SECTION 63. Subchapter M, Chapter 1201, Occupations Code,
is amended by adding Sections 1201.607 through 1201.611 to read as
follows:

Sec. 1201.607. TISSUANCE OF ORDERS AND REQUESTS FOR

HEARINGS. Any order issued by the director under this chapter, if

not appealed before the 31st day after the date the order was

issued, shall automatically become a final order. If the person

made the subject of the order files a written request for a hearing

with the director, the order shall be deemed to have been appealed

and shall be a contested case under Chapter 2001, Government Code.

The director shall set any appealed order for a hearing before the

State Office of Administrative Hearings, and the board shall issue

a final order after receiving and reviewing the proposal for

decision issued pursuant to such hearing.

Sec. 1201.608. INSPECTION OF LICENSEE RECORDS. (a) The

department may inspect a licensee's records during normal business

s;fg
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hours without advance notice if the director believes that such

inspection is necessary to prevent a violation of this chapter, to

protect a consumer or another licensee, or to assist another state

or federal agency in an investigation.

(b) The director may request or issue subpoenas for a

licensee's records.

(c) The department may carry out "sting" or undercover

investigations in accordance with board-adopted rules if the

director believes such action to be appropriate in order to detect

and address suspected violations of this chapter.

(d) While an investigation is pending, information obtained

by the department in connection with that investigation is

confidential unless disclosure of the information is specifically

permitted or required by other law.

Sec. 1201.609. ACTING WITHOUT LICENSE; CRIMINAL PENALTY. A

person who is not exempt under this chapter and who, without first

obtaining a license required under this chapter, performs an act

that requires a license under this chapter commits an offense. An

offense under this section is a Class B misdemeanor. A second or

subsequent conviction for an offense under this section is a Class A

misdemeanor.

Sec. 1201.610. CEASE AND DESIST. (a) If the director has

reasonable cause to believe that a person licensed under this

chapter has violated or is about to violate any provision of this

chapter or rules adopted by the department under this chapter, the

director may issue without notice and hearing an order to cease and

desist from continuing a particular action or an order to take

s
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affirmative action, or both, to enforce compliance with this

chapter.

(b) The director may issue an order to any licensee to cease

and desist from violating any law, rule, or written agreement or to

take corrective action with respect to any such violations if the

violations in any way are related to the sale, financing, or

installation of a manufactured home or the providing of goods or

services in connection with the sale, financing, or installation of

a manufactured home unless the matter that is the basis of such

violation is expressly subject to inspection and regulation by

another state agency; provided, however, that 1if any matter

involves a law that is subject to any other administration or

interpretation by another agency, the director shall consult with

the person in charge of the day-to-day administration of that

agency before issuing an order.

(c) An order issued under Subsection (a) or (b) must contain

a reasonably detailed statement of the facts on which the order is

based. If a person against whom the order is issued requests a

hearing before the 31st day after the date the order is issued, the

director shall set and give notice of a hearing. The hearing shall

be governed by Chapter 2001, Government Code. Based on the findings

of fact, conclusions of law, and recommendations of the hearings

officer, the board by order may find that a violation has occurred

or has not occurred.

(d) If a hearing is not requested under Subsection (c)

before the 31st day after the date an order is issued, the order is

considered final and not appealable.

7
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(e) The director, after giving notice, may impose against a

person who violates a cease and desist order an administrative

penalty in an amount not to exceed $1,000 for each day of the

violation. In addition to any other remedy provided by law, the

director may institute in district court a suit for injunctive

relief and for the collection of the administrative penalty. A bond

is not required of the director with respect to injunctive relief

granted under this subsection.

(f) If a person fails to pay an administrative penalty that

has become final or fails to comply with an order of the director

that has become final, in addition to any other remedy provided by

law, the director, after not less than 10 days' notice to the

person, may without a prior hearing suspend the person's license.

The suspension shall continue until the person has complied with

the cease and desist order or paid the administrative penalty.

During the period of suspension, the person may not perform any act

requiring a license under this chapter, and all compensation

received by the person during the period of suspension is subject to

forfeiture to the person from whom it was received.

(g) An order of suspension under Subsection (f) may be

appealed. An appeal is a contested case governed by Chapter 2001,

Government Code. A hearing of an appeal of an order of suspension

issued under Subsection (f) shall be held not later than the 15th

day after the date of receipt of the notice of appeal. The

appellant shall be provided at least three days' notice of the time

and place of the hearing.

(h) An order revoking the license of a retailer, broker,

# 4@"""; .
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installer, or salesperson may provide that the person is

prohibited, without obtaining prior written consent of the

director, from being a related person of a licensee.

Sec. 1201.611. SANCTIONS AND PENALTIES. (a) The board

shall adopt rules relating to the administrative sanctions that may

be enforced against a person regulated by the department.

(b) If a person charged with the violation accepts the

determination of the director, the director shall issue an order

approving the determination and ordering that the person pay the

recommended penalty.

(c) Not later than the 30th day after the date on which the

decision is final, the person charged shall:

(1) pay the penalty in full; or

(2) if the person files a petition for judicial review

contesting the fact of the violation, the amount of the penalty, or

both the fact of the violation and the amount of the penalty:

(A) forward the amount assessed to the department

for deposit in an escrow account;

(B) in lieu of payment into escrow, post with the

department a supersedeas bond for the amount of the penalty, in a

form approved by the director and effective until judicial review

of the decision is final; or

(C) without paying the amount of the penalty or

posting the supersedeas bond, pursue judicial review.

(d) A person charged with a penalty who is financially

unable to comply with Subsection (c)(2) is entitled to judicial

review if the person files with the court, as part of the person's

4
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petition for judicial review, a sworn statement that the person is

unable to meet the requirements of that subsection.

(e) If the person charged does not pay the penalty and does

not pursue judicial review, the department or the attorney general

may bring an action for the collection of the penalty.

(f) Judicial review of the order of the director assessing

the penalty is subject to the substantial evidence rule and shall be

instituted by filing a petition with a district court in Travis

County.

(g) TIf, after judicial review, the penalty is reduced or not

assessed, the director shall remit to the person charged the

appropriate amount, plus accrued interest if the penalty has been

paid, or shall execute a release of the bond if a supersedeas bond

has been posted. The accrued interest on amounts remitted by the

director under this subsection shall be paid at a rate equal to the

rate charged on loans to depository institutions by the New York

Federal Reserve Bank and shall be paid for the period beginning on

the date the assessed penalty is paid to the director and ending on

the date the penalty is remitted.

(h) A penalty collected wunder this section shall be

deposited in the trust fund.

(i) All proceedings conducted under this section and any

review or appeal of those proceedings are subject to Chapter 2001,

Government Code.

(j) If it appears that a person is in violation of, or is

threatening to violate, any provision of this chapter or a rule or

order related to the administration and enforcement of the
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manufactured housing program, the attorney general, on behalf of

the director, may institute an action for injunctive relief to

restrain the person from continuing the violation and for civil

penalties not to exceed $1,000 for each violation and not exceeding

$250,000 in the aggregate. A civil action filed under this

subsection shall be filed in district court in Travis County. The

attorney general and the director may recover reasonable expenses

incurred in obtaining injunctive relief under this subsection,

including court costs, reasonable attorney's fees, investigative

costs, witness fees, and deposition expenses.

SECTION 64. Subsection (b), Section 2306.6022, Government
Code, is amended to read as follows:

(b) The division shall make available on its website

navyoeaor £11 +ha com nd +n aach nayocorn whao
PeTToor == TTro——cotr o < H—p e oo wWIToO

[ﬁvnvv-;r:lc\ k= +ha 2
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I

is—a-subjectof the—comptainta—copy—-ef] the division's policies and

procedures relating to complaint investigation and resolution and

shall provide copies of such information on request.

SECTION 65. Section 94.051, Property Code, is amended to
read as follows:

Sec. 94.051. INFORMATION TO BE PROVIDED TO PROSPECTIVE
TENANT. At the time the landlord receives an application from a
prospective tenant, the landlord shall give the tenant a copy of:

(1) the proposed lease agreement for the manufactured
home community;

(2) any manufactured home community rules; and

(3) a separate disclosure statement with the following

prominently printed in at least 10-point type:

SH
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"You have the legal right to an initial lease term of six
months. If you prefer a different lease period, you and your
landlord may negotiate a shorter or longer lease period. After the
initial lease period expires, you and your landlord may negotiate a
new lease term by mutual agreement. Regardless of the term of the
lease, [+f—the —rececrecational wvehicle 15 +tied tor—affixed,—ox
otherwice—apermanentpart—ofthe premisessy] the landlord must give

you at least 60 days' notice of a nonrenewal of the lease, except

that if the manufactured home community's land use will change, the

landlord must give you at least 180 days' notice [+f—+the—landlexrd

{13 . 1 eild . ] 1
manufactured—home—-or—recreational—wvehiecle]|. During the applicable

[60=da¥] period, you must continue to pay all rent and other amounts
due under the lease agreement, including late charges, 1if any,

after receiving notice of the nonrenewal."”

SECTION 66. Section 94.052(b), Property Code, is amended to
read as follows:

(b) Except as provided by Section 94.204, regardless

[Regardiess] of the term of the lease, the landlord must provide
notice to the tenant not later than the 60th day before the date of
the expiration of the lease if the landlord chooses [dees] not to

renew the lease. During the applicable [68=da¥%] period, the tenant

must pay all rent and other amounts due under the lease agreement,

including late charges, 1if any, after receiving notice of the

nonrenewal.

SECTION 67. Section 94.053(c), Property Code, is amended to

read as follows:
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(c) A lease agreement must <contain the following

information:

(1) the address or number of the manufactured home lot
and the number and location of any accompanying parking spaces;

(2) the lease term;

(3) the rental amount;

(4) the interval at which rent must be paid and the
date on which periodic rental payments are due;

(5) any late charge or fee or charge for any service or
facility;

(6) the amount of any security deposit;

(7) a description of the landlord's maintenance
responsibilities;

(8) the telephone number of the person who may be
contacted for emergency maintenance;

(9) the name and address of the person designated to
accept official notices for the landlord;

(10) the penalty the landlord may impose for the
tenant's early termination as provided by Section 94.201;

(11) the grounds for eviction as provided by
Subchapter E;

(12) a disclosure of the landlord's right to choose not

to renew [ferminate] the lease agreement if there is a change in the
land use of the manufactured home community during the lease term as
provided by Section 94.204;
(13) a disclosure of any incorporation by reference of
an addendum relating to submetering of utility services;
4
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(14) a prominent disclosure informing the tenant that
Chapter 94, Property Code, governs certain rights granted to the
tenant and obligations imposed on the landlord by law;

(15) if there is a temporary zoning permit for the land
use of the manufactured home community, the date the zoning permit
expires; and

(16) any other terms or conditions of occupancy not
expressly included in the manufactured home community rules.

SECTION 68. The heading to Section 94.204, Property Code,
is amended to read as follows:

Sec. 94.204. NONRENEWAL OF LEASE [EERMINATION] FOR CHANGE

IN LAND USE.
SECTION 69. Section 94.204(a), Property Code, is amended to
read as follows:

(a) A landlord may choose not to renew [texrminate] a lease

agreement to change the manufactured home community's land use only

if not later than the 180th day before the date the land use will

change:
(1) [pet—datexr—than the 120th day before the date the
land-use-—changesy] the landlord sends notice to the tenant, to the

owner of the manufactured home if the owner is not the tenant, and
to the holder of any lien on the manufactured home:

(A) specifying the date that the land use will
change; and

(B) informing the tenant, owner, and lienholder,

if any, that the owner must relocate the manufactured home; and

(2) [pot—atexr—+than-the 120th day before—the date the
/57
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land use changes,y) the landlord posts in a conspicuous place in the

manufactured home community a notice stating that the land use will
change and specifying the date that the land use will change.

SECTION 70. Subsections (a) and (b), Section 11.432, Tax
Code, are amended to read as follows:

(a) TFor a manufactured home to qualify for an exemption
under Section 11.13 [ef—this—eeode], the application for the
exemption must be accompanied by a copy of the statement of
ownership and location for the manufactured home issued by the
manufactured housing division of the Texas Department of Housing
and Community Affairs under Section 1201.207, Occupations Code,
showing that the individual applying for the exemption is the owner
of the manufactured home or be accompanied by a verified copy of the
purchase contract showing that the applicant is the purchaser of

the manufactured home, unless a photostatic copy of the current

title page for the home is displayed on the computer website of the

Texas Department of Housing and Community Affairs. The appraisal

district may rely upon the computer records of the Texas Department

of Housing and Community Affairs to determine whether a

manufactured home qualifies for an exemption.

(b) The land on which a manufactured home is located
qualifies for an exemption under Section 11.13 only if:
(1) the manufactured home qualifies for an exemption
as provided by Subsection (a); and
(2) the manufactured home is listed together with the

land on which it is located under Section 25.08. The consumer is

entitled to obtain the homestead exemptions provided by Section

g
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11.13 regardless of whether the owner has elected to treat the home

as real property or personal property and regardless of whether the

home is listed on the tax rolls with the real property to which it is

attached or separately.

SECTION 71. Section 31.072, Tax Code, is amended by adding
Subsection (i) to read as follows:

(i) Notwithstanding Subsection (a), if the property owner

requesting a collector to establish an escrow account under this

section is the owner of a manufactured home and the escrow account

1s to be used solely to provide for the payment of property taxes

collected by the collector on the property owner's manufactured

home, the collector shall enter into a contract with the property

owner under this section.

SECTION 72. Section 32.03, Tax Code, 1is amended to read as
follows:

Sec. 32.03. RESTRICTIONS ON PERSONAL PROPERTY TAX LIEN.
(a) Except as provided by Subsection (a-1), a tax lien may not be
enforced against personal property transferred to a buyer in
ordinary course of business as defined by Section 1.201(9) of the
Business & Commerce Code for value who does not have actual notice
of the existence of the lien.

(a-1) With regard to a manufactured home, a tax lien may be

recorded at any time not later than six months after the end of the

year for which the tax was owed. A tax lien on a manufactured home

may be enforced if it has been recorded in accordance with the laws

in effect at the time of the recordation of the lien. A properly

recorded tax lien may not be enforced against a new manufactured

%

/’

A F
Foim
S
e

80R20084 E 81

3



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

27

home that is owned by a person who acquired the manufactured home

from a retailer as a buyer in the ordinary course of business [A—+tax

(a-2) A person may not transfer ownership [+3%3te] of a

manufactured home until all tax liens perfected on the home that

have been timely filed with the Texas Department of Housing and

Community Affairs have been extinguished or satisfied and released

and any personal property taxes on the manufactured home which

accrued on each January 1 that falls within the 18 months preceding

the date of the sale have been paid. This subsection does not apply

to the sale of a manufactured home in inventory.

(b) A bona fide purchaser for value or the holder of a lien
recorded on a [+he] manufactured home statement of ownership and
location is not required to pay any taxes that have not been
recorded with the Texas Department of Housing and Community
Affairs. In this section, manufactured home has the meaning

assigned by Section 32.015(b). Unless a tax lien has been filed

timely with the Texas Department of Housing and Community Affairs,

no taxing unit, nor anyone acting on its behalf, may use a tax

warrant or any other method to attempt to execute or foreclose on

the manufactured home.

(c) A taxpayer may designate in writing which tax vear will

s' 3
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be credited with a particular payment. If a taxpayer pays all the

amounts owing for a given year, the taxing unit shall issue a

receipt for the payment of the taxes for the designated year.

(d) Notwithstanding any other provision of this section, if

a manufactured home was omitted from the tax roll for either or both

of the two preceding tax years, the taxing unit may file a tax lien

within the 150-day period following the date on which the tax

becomes delinguent.

(e) If personal property taxes on a manufactured home have

not been levied by the taxing unit, the taxing unit shall provide,

upon request, an estimated amount of taxes computed by multiplying

the taxable value of the manufactured home, according to the most

recent certified appraisal roll for the taxing unit, by the taxing

unit's adopted tax rate for the preceding tax year. In order to

enable the transfer of the manufactured home, the tax collector

shall accept the payment of the estimated personal property taxes

and issue a certification to the Texas Department of Housing and

Community Affairs that the estimated taxes are being held in escrow

until the taxes are levied. Once the taxes are levied, the tax

collector shall apply the escrowed sums to the levied taxes. At the

time the tax collector accepts the payment of the taxes, the tax

collector shall provide notice that the payment of the estimated

taxes is an estimate that may be raised once the appraisal rolls for

the year are certified and that the new owner may be liable for the

payment of any difference between the tax established by the

certified appraisal roll and the estimate actually paid.

SECTION 73. (a) The following provisions of the

/
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Occupations Code are repealed:

(1) Section 1201.059;

(2) Section 1201.112;

(3) Subsections (c), (d), (e), (f£f), and (g), Section
1201.113;

(4) Section 1201.163;

(5) Subsections (c) and (d), Section 1201.214; and

(6) Section 1201.408.

(b) Section 2306.6023, Government Code, is repealed.

SECTION 74. The changes in law made by this Act to Sections
94.051, 94.052, 94.053, and 94.204, Property Code, apply only to a
lease agreement or a renewal to a lease agreement entered into after
the effective date of this Act. A lease agreement or a renewal to a
lease agreement entered into on or before the effective date of this
Act is covered by the law in effect at the time the lease agreement
or the renewal to the lease agreement was entered into, and the
former law is continued in effect for that purpose.

SECTION 75. The change in law made by this Act applies only
to the sale, exchange, or lease-purchase of a new or used
manufactured home on or after the effective date of this Act. A
sale, exchange, or lease-purchase of a new or used manufactured
home before the effective date of this Act is governed by the law in
effect on the date of the sale, exchange, or lease-purchase, and the
former law is continued in effect for that purpose.

SECTION 76. Except as otherwise provided by this Act, the
changes in law made by this Act apply only to a license issued or
renewed by the Texas Department of Housing and Community Affairs on
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or after January 1, 2008. An issuance or renewal that occurs before
January 1, 2008, is governed by the law in effect immediately before
that date, and the former law is continued in effect for that
purpose.

SECTION 77. The change in law made by this Act applies only
to an offense committed on or after the effective date of this Act.
An offense committed before the effective date of this Act is
governed by the law in effect when the offense was committed, and
the former law is continued in effect for that purpose. For
purposes of this section, an offense was committed before the
effective date of this Act if any element of the offense was
committed before that date.

SECTION 78. The changes in law made by this Act to
provisions of the Tax Code apply only to an ad valorem tax year that
begins on or after January 1, 2008. The changes in law made to those
provisions do not affect a tax lien that attached to property for a
tax year that began before January 1, 2008, and the law in effect
immediately before January 1, 2008, is continued 1in effect for
purposes of the tax lien.

SECTION 79. This Act takes effect January 1, 2008.

n
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 80TH LEGISLATIVE REGULAR SESSION

May 15, 2007
TO: Honorable Troy Fraser, Chair, Senate Committee on Business & Commerce
FROM: John S. O'Brien, Director, Legislative Budget Board

IN RE: HB1460 by Haggerty (Relating to the licensing, acquisition, regulation, and taxation of
manufactured housing; providing administrative and criminal penalties. ), Committee
Report 2nd House, Substituted

Estimated Two-year Net Impact to General Revenue Related Funds for HB1460, Committee Report 2nd
House, Substituted: a negative impact of ($215,363) through the biennium ending August 31, 2009.

The bill would make no appropriation but could provide the legal basis for an appropriation of funds to
implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Probable Net Positive/(Negative)
Fiscal Year Impact to General Revenue Related
Funds
2008 ($138,388)
2009 (876,975)
2010 (876,975)
2011 (876,975)
2012 (876,975)

All Funds, Five-Year Impact:

Probable Savings/(Cost) from . . o
Fiscal Year GENERAL REVENUE FUND Change in N;‘:"“;;’,fzz'(;‘;e Employees
l m
2008 ($138,388) 15
2009 ($76,975) 1.0
2010 ($76,975) 1.0
2011 ($76.975) 1.0
2012 ($76.975) 1.0

Fiscal Analysis

The bill would amend the Occupations Code, the Government Code, and the Tax Code, relating to the
taxation, licensing, acquisition, and regulation of manufactured housing.

The bill would amend Chapter 1201 of the Occupations Code to expand the definition of a
manufactured home or manufactured housing, including new or used homes. The bill would raise the
amount of bond required for a rebuilder license to $50,000 (from $30,000) and for an installer's license
to $25,000 (from $10,000) and add a new $50,000 bond for each additional branch location of a
retailer.

The bill would require a retailer to surrender the original manufacturer's statement of origin at the first
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retail sale and apply for a statement of ownership and location within 60 days. Failing to meet the
deadline could lead to an administrative penalty of not less than $100 against the seller.

Persons whose license was revoked, suspended, or denied could request a hearing conducted by the
State Office of Administrative Hearings. Penalties would be forwarded to TDHCA for deposit to an
escrow account.

The bill would amend Chapter 11 of the Tax Code to allow a person seeking a homestead exemption
to provide a copy of the current title page for a manufactured home from the TDHCA website or other
computer records of TDHCA.

The bill would limit the time a tax lien could be recorded on a home to no later than six months,
following the end of a calendar year for which a tax was owed. A properly recorded tax lien could be
enforced, but not against the owner of a new home when acquired from a retailer in the ordinary
course of business. Title could not be transferred on a home until all tax liens perfected on a home
were filed in a timely manner with TDHCA and all personal property taxes accruing on each January 1
within 18 months of the date of the sale were extinguished or satisfied and released.

The bill would place limits on the use of tax warrants in foreclosure, and it would give taxpayers the
right to designate payments to a tax year. If a home had been omitted from a tax roll at any time before
the second anniversary of the date taxes were due, a taxing unit could file a tax lien no later than the
150th day after the date the tax became delinquent.

The bill would require a taxing unit to provide a prospective buyer of a home with an estimate of
personal property taxes due, accept payment in escrow and certify that information to TDHCA, apply
payments when due, and notify a new owner of any liability that might be due.

The bill would take effect September 1, 2007. The changes relating to ad valorem taxes would apply
beginning January 1, 2008.

Methodology

The bill would raise the amount of bond required from an applicant for a rebuilder license to $50,000
(from the current $30,000) for an installer's license to $25,000 (from the current $10,000) and add a
new $50,000 bond for each additional branch location of a retailer. There would be no fiscal impact to
the state for this change.

The changes relating to qualification for the homestead exemption and the informational and other
requirements imposed on taxing units cannot be estimated.

Currently, the Manufactured Housing Division of the Texas Department of Housing and Community
Affairs has no staff attorneys and the Office of the Attorney General’s (OAG) Administrative Law
Division provides all legal services for general counsel, enforcement, and administrative law litigation.
The bill creates numerous new rights to contested case hearings. The new provisions in the bill
requiring a licensee against whom administrative action is taken to request a contested case hearing
(rather than the agency being required to provide one whether requested or not) is anticipated to
somewhat offset the total increase in contested case hearings.

The new rule making requirements are anticipated to require additional provision of general counsel
services. Additionally, implementation of the bill is anticipated to require additional provision of
general counsel services based on historical use of these services.

With the passage of this bill, the OAG would require an appropriation and additional FTEs beyond the
FTE cap for the FY 2008-2009 biennium. The OAG’s Administrative Law Division would require 0.5
FTE assistant attorney general (AAG) IV in FY 2008 only for general counsel work related to
adoption of the new rules and implementation of the bill. In fiscal years 2008-2012, 1.0 FTE (AAG II)
would be needed for enforcement. The OAG would require an appropriation and additional FTEs
beyond the FTE cap for the FY 2008-2009 biennium.
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The fiscal impact to the OAG in fiscal year 2008 is $138,388 and $76,975 in each fiscal year 2009-
2012 thereafter. The total cost over the five-year period is $446,288. The method of finance is General
Revenue Fund (Fund 0001).

Technology

The one-time technology impact to the Office of the Attorney General is $2,787 in FY 2008 for
network stations and software.

Local Government Impact

No significant fiscal implication to units of local government is anticipated.

Source Agencies: 302 Office of the Attorney General, 304 Comptroller of Public Accounts, 332
Department of Housing and Community Affairs

LBB Staff: JOB, JRO, SD, SJS
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 80TH LEGISLATIVE REGULAR SESSION
May 4, 2007
TO: Honorable Troy Fraser, Chair, Senate Committee on Business & Commerce
FROM: John S. O'Brien, Director, Legislative Budget Board

IN RE: HB1460 by Haggerty (Relating to licensing, acquisition, and regulation of manufactured
housing; providing penalties.), As Engrossed

Estimated Two-year Net Impact to General Revenue Related Funds for HB1460, As Engrossed: a
negative impact of ($215,363) through the biennium ending August 31, 2009.

The bill would make no appropriation but could provide the legal basis for an appropriation of funds to
implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Probable Net Positive/(Negative)
Fiscal Year Impact to General Revenue Related
Funds
2008 ($138,388)
2009 (876,975)
2010 (876,975)
2011 (876,975)
2012 (3$76,975)

All Funds, Five-Year Impact:

Probable Savings/(Cost) from . . . .
Fiscal Year GENERAL REVENUE FUND Change in N}’r'(')‘l:’f;\‘}fzsﬂt(;‘;e Employees
1
2008 ($138,388) 15
2009 ($76,975) 1.0
2010 ($76,975) 1.0
2011 ($76,975) 1.0
2012 ($76,975) 1.0

Fiscal Analysis

The bill would amend the Occupations Code, the Government Code, and the Tax Code, relating to the
taxation, licensing, acquisition, and regulation of manufactured housing.

The bill would amend Chapter 1201 of the Occupations Code to expand the definition of a
manufactured home or manufactured housing, including new or used homes. The bill would raise the
amount of bond required for a rebuilder license to $50,000 (from $30,000) and for an installer's license
to $25,000 (from $10,000) and add a new $50,000 bond for each additional branch location of a
retailer.

The bill would require a retailer to surrender the original manufacturer's statement of origin at the first
retail sale and apply for a statement of ownership and location within 60 days. Failing to meet the
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deadline could lead to an administrative penalty of not less than $100 against the seller.

Persons whose license was revoked, suspended, or denied could request a hearing conducted by the
State Office of Administrative Hearings. Penalties would be forwarded to TDHCA for deposit to an
€sCrow account.

The bill would amend Chapter 2306 of the Government Code relating to the criteria TDHCA would
constder in determining the amount of an administrative penalty assessed against a housing sponsor or
development owner.

The bill would amend Chapter 11 of the Tax Code to allow a person seeking a homestead exemption
to provide a copy of the current title page for a manufactured home from the TDHCA website or other
computer records of TDHCA. An exemption could be obtained regardless of the owner's election to
treat the home as real property or personal property or if the home was listed with or separately from
the real property.

The bill would limit the time a tax lien could be recorded on a home to no later than six months,
following the end of a calendar year for which a tax was owed. A properly recorded tax lien could be
enforced, but not against the owner of a new home when acquired from a retailer in the ordinary
course of business. Title could not be transferred on a home until all tax liens perfected on a home
were filed in a timely manner with TDHCA and all personal property taxes accruing on each January 1
within 18 months of the date of the sale were extinguished or satisfied and released.

The bill would place limits on the use of tax warrants in foreclosure, and it would give taxpayers the
right to designate payments to a tax year. If a home had been omitted from a tax roll at any time before
the second anniversary of the date taxes were due, a taxing unit could file a tax lien no later than the
150th day after the date the tax became delinquent.

The bill would require a taxing unit to provide a prospective buyer of a home with an estimate of
personal property taxes due, accept payment in escrow and certify that information to TDHCA, apply
payments when due, and notify a new owner of any liability that might be due.

The bill would take effect September 1, 2007. The changes relating to ad valorem taxes would apply
beginning January 1, 2008.

Methodology

The bill would raise the amount of bond required from an applicant for a rebuilder license to $50,000
(from the current $30,000) for an installer's license to $25,000 (from the current $10,000) and add a
new $50,000 bond for each additional branch location of a retailer. There would be no fiscal impact to
the state for this change.

The changes relating to qualification for the homestead exemption and the informational and other
requirements imposed on taxing units cannot be estimated.

Currently, the Manufactured Housing Division of the Texas Department of Housing and Community
Affairs has no staff attorneys and the Office of the Attorney General’s (OAG) Administrative Law
Division provides all legal services for general counsel, enforcement, and administrative law litigation.
The bill creates numerous new rights to contested case hearings. The new provisions in the bill
requiring a licensee against whom administrative action is taken to request a contested case hearing
(rather than the Department being required to provide one whether requested or not) is anticipated to
somewhat offset the total increase in contested case hearings. However, the need for an additional
attorney to handle enforcement would still be required (as reflected in the filed version of HB 1460)
due to the added provisions in the bill.

The new rule making requirements are anticipated to require additional provision of general counsel
services. Additionally, implementation of the bill is anticipated to require additional provision of
general counsel services based on historical use of these services. General counsel services are
reduced from the filed version of HB 1460 since the committee substitute is less complicated. The
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Department will require less counsel because the provisions relating to tax lien recordation and
enforcement have been removed. Those provisions were anticipated to be difficult to interpret and
advise the Department. Nonetheless, this bill still requires new agency rule making and will require
additional counsel to implement in the first year.

With the passage of this bill, the OAG would require an appropriation and additional FTEs beyond the
FTE cap for the FY 2008-2009 biennium. The OAG’s Administrative Law Division would require ¥
FTE assistant attorney general (AAG) IV in FY 2008 only for general counsel work related to
adoption of the new rules and implementation of the bill. In fiscal years 2008-2012, 1.0 FTE (AAG II)
would be needed for enforcement. The OAG would require an appropriation and additional FTEs
beyond the FTE cap for the FY 2008-2009 biennium.

The fiscal impact to the OAG in fiscal year 2008 is $138,388 and $76,975 in each fiscal year 2009-

2012 thereafter. The total cost over the five-year period is $446,288. The method of finance is General
Revenue Fund (Fund 0001).

Technology

The one-time technology impact to the Office of the Attorney General is $2,787 in FY 2008 for
network stations and software.

Local Government Impact

No significant fiscal implication to units of local government is anticipated.

Source Agencies: 302 Office of the Attorney General, 304 Comptroller of Public Accounts, 332
Department of Housing and Community Affairs

LBB Staff: JOB, JRO, SD, SJS
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 80TH LEGISLATIVE REGULAR SESSION

March 27, 2007
TO: Honorable Kino Flores, Chair, House Committee on Licensing & Administrative Procedures

FROM: John S. O'Brien, Director, Legislative Budget Board

IN RE: HB1460 by Haggerty (relating to licensing, acquisition, and regulation of manufactured
housing; providing penalties. ), Committee Report 1st House, Substituted

Estimated Two-year Net Impact to General Revenue Related Funds for HB1460, Committee Report 1st
House, Substituted: a negative impact of ($2,051,363) through the biennium ending August 31, 2009.

The bill would make no appropriation but could provide the legal basis for an appropriation of funds to
implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Probable Net Positive/(Negative)
Fiscal Year Impact to General Revenue Related
Funds
2008 ($1,056,388)
2009 ($994,975)
2010 ($994,975)
2011 (8994,975)
2012 (8994,975)

All Funds, Five-Year Impact:

Probable Revenue Probable Savings/ Probable Revenue
Gain/(Loss) from (Cost) from Gain/(Loss) from Change in Number of
Fiscal Year GENERAL REVENUE GENERAL REVENUE MFG HOMEOWNER State Employees from

FUND FUND RECOVERY FD FY 2007
1 1 926

2008 ($918,000) ($138,388) $918,000 1.5
2009 ($918,000) ($76,975) $918,000 1.0
2010 (5918,000) (3$76,975) $918,000 1.0
2011 ($918,000) ($76,975) $918,000 1.0
2012 ($918,000) ($76,975) $918,000 1.0

Fiscal Analysis

The bill would amend the Occupations Code, the Government Code, and the Tax Code, relating to the
taxation, licensing, acquisition, and regulation of manufactured housing.

The bill would amend Chapter 1201 of the Occupations Code to expand the definition of a
manufactured home or manufactured housing, including new or used homes. The bill would raise the
amount of bond required for a rebuilder license to $50,000 (from $30,000) and for an installer's license
to $25,000 (from $10,000) and add a new $50,000 bond for each additional branch location of a
retailer.
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The bill would reactivate the currently inactive Manufactured Homeowner's Recovery Trust Fund
0926 as a dedicated fund held in trust for carrying out the purposes of the fund. Administrative
penalties and $10 of each statement of ownership and location fee would be deposited to the credit of
the fund. The executive director of the Texas Department of Housing and Community Affairs
(TDHCA) would administer the fund.

The bill would require a retailer to surrender the original manufacturer's statement of origin at the first
retail sale and apply for a statement of ownership and location within 60 days. Failing to meet the
deadline could lead to an administrative penalty of not less than $100 against the seller.

Persons whose license was revoked, suspended, or denied could request a hearing conducted by the
State Office of Administrative Hearings. Penalties would be forwarded to TDHCA for deposit to an
escrow account.

The bill would amend Chapter 2306 of the Government Code relating to the criteria TDHCA would
consider in determining the amount of an administrative penalty assessed against a housing sponsor or
development owner.

The bill would amend Chapter 11 of the Tax Code to allow a person seeking a homestead exemption
to provide a copy of the current title page for a manufactured home from the TDHCA website or other
computer records of TDHCA. An exemption could be obtained regardless of the owner's election to
treat the home as real property or personal property or if the home was listed with or separately from
the real property.

The bill would limit the time a tax lien could be recorded on a home to no later than six months,
following the end of a calendar year for which a tax was owed. A properly recorded tax lien could be
enforced, but not against the owner of a new home when acquired from a retailer in the ordinary
course of business. Title could not be transferred on a home until all tax liens perfected on a home
were filed in a timely manner with TDHCA and all personal property taxes accruing on each January 1
within 18 months of the date of the sale were extinguished or satisfied and released.

The bill would place limits on the use of tax warrants in foreclosure, and it would give taxpayers the
right to designate payments to a tax year. If a home had been omitted from a tax roll at any time before
the second anniversary of the date taxes were due, a taxing unit could file a tax lien no later than the
150th day after the date the tax became delinquent.

The bill would require a taxing unit to provide a prospective buyer of a home with an estimate of
personal property taxes due, accept payment in escrow and certify that information to TDHCA, apply
payments when due, and notify a new owner of any liability that might be due.

The bill would take effect September 1, 2007. The changes relating to ad valorem taxes would apply
beginning January 1, 2008.

Methodology

The bill would raise the amount of bond required from an applicant for a rebuilder license to $50,000
(from the current $30,000) for an installer's license to $25,000 (from the current $10,000) and add a
new $50,000 bond for each additional branch location of a retailer. There would be no fiscal impact to
the state for this change.

The changes relating to qualification for the homestead exemption and the informational and other
requirements imposed on taxing units cannot be estimated.

The bill would reactivate the currently inactive Manufactured Homeowner's Recovery Trust Fund
0926 as a dedicated fund held in trust for carrying out the specific purposes of the fund.
Administrative penalties—estimated to be $18,000 annually—now dedicated to the General Revenue
Fund 0001 would be dedicated to the trust fund. In addition, $10 of each $55 fee collected for a
statement of ownership and location and currently deposited to Fund 0001 would be deposited to the
trust fund. TDHCA estimates that 90,000 statements are sold each fiscal year. The table above reflects
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the Comptroller's estimate of revenue loss to General Revenue and subsequent gain to the Trust Fund.

Currently, the Manufactured Housing Division of the Texas Department of Housing and Community
Affairs has no staff attorneys and the Office of the Attorney General’s (OAG) Administrative Law
Division provides all legal services for general counsel, enforcement, and administrative law litigation.
The bill creates numerous new rights to contested case hearings. The new provisions in the bill
requiring a licensee against whom administrative action is taken to request a contested case hearing
(rather than the Department being required to provide one whether requested or not) is anticipated to
somewhat offset the total increase in contested case hearings. However, the need for an additional
attorney to handle enforcement would still be required (as reflected in the filed version of HB 1460)
due to the added provisions in the bill.

The new rule making requirements are anticipated to require additional provision of general counsel
services. Additionally, implementation of the bill is anticipated to require additional provision of
general counsel services based on historical use of these services. General counsel services are
reduced from the filed version of HB 1460 since the committee substitute is less complicated. The
Department will require less counsel because the provisions relating to tax lien recordation and
enforcement have been removed. Those provisions were anticipated to be difficult to interpret and
advise the Department. Nonetheless, this bill still requires new agency rule making and will require
additional counsel to implement in the first year.

With the passage of this bill, the OAG would require an appropriation and additional FTEs beyond the
FTE cap for the FY 2008-2009 biennium. The OAG’s Administrative Law Division would require %
FTE assistant attorney general (AAG) IV in FY 2008 only for general counsel work related to
adoption of the new rules and implementation of the bill. In fiscal years 2008-2012, 1.0 FTE (AAG II)
would be needed for enforcement. The OAG would require an appropriation and additional FTEs
beyond the FTE cap for the FY 2008-2009 biennium.

The fiscal impact to the OAG in fiscal year 2008 is $138,388 and $76,975 in each fiscal year 2009-
2012 thereafter. The total cost over the five-year period is $446,288. The method of finance is General
Revenue Fund (Fund 0001).

The bill would create or recreate a dedicated account in the General Revenue Fund, create or recreate
a special or trust fund either with or outside of the Treasury, or create a dedicated revenue source.
Therefore, the fund, account, or revenue dedication included in this bill would be subject to funds
consolidation review by the current Legislature.

Technology

The one-time technology impact to the Office of the Attorney General is $2,787 in FY 2008 for
network stations and software.

Local Government Impact

No significant fiscal implication to units of local government is anticipated.

Source Agencies: 302 Office of the Attorney General, 304 Comptroller of Public Accounts, 332
Department of Housing and Community Affairs

LBB Staff: JOB, JRO, SD, SJS
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 80TH LEGISLATIVE REGULAR SESSION
March 20, 2007
TO: Honorable Kino Flores, Chair, House Committee on Licensing & Administrative Procedures
FROM: John S. O'Brien, Director, Legislative Budget Board

IN RE: HB1460 by Haggerty (Relating to the licensing, acquisition, and regulation of manufactured
housing.), As Introduced

Estimated Two-year Net Impact to General Revenue Related Funds for HB1460, As Introduced: a
negative impact of (§1,568,720) through the biennium ending August 31, 2009.

The bill would make no appropriation but could provide the legal basis for an appropriation of funds to
implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Probable Net Positive/(Negative)

Fiscal Year Impact to General Revenue Related

Funds
2008 ($792,080)
2009 ($776,640)
2010 ($776,640)
2011 ($776,640)
2012 ($776,640)

All Funds, Five-Year Impact:

Fiscal Analysis

Probable Revenue Probable Savings/ Probable Revenue Probable Revenue
Gain/(Loss) from (Cost) from Gain/(Loss) from Gain/(Loss) from
Fiscal Year GENERAL REVENUE GENERAL REVENUE  APPROPRIATED MFG HOMEOWNER
FUND FUND RECEIPTS RECOVERY FD
1 i 666 926
2008 ($600,000) ($192,080) ($905,000) $600,000
2009 ($600,000) ($176,640) ($897,200) $600,000
2010 ($600,000) ($176,640) ($897,200) $600,000
2011 ($600,000) ($176,640) ($897,200) $600,000
2012 ($600,000) ($176,640) ($897,200) $600,000
Change in Number
Fiscal Year  of State Employees
from FY 2007
2008 5.0
2009 5.0
2010 5.0
2011 5.0
2012 5.0

The bill would amend the Tax Code, the Occupations Code, and the Finance Code, relating to the
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taxation, licensing, acquisition, and regulation of manufactured housing.

The bill would amend Chapter 11 of the Tax Code to clarify that a homestead exemption would be
claimed on a personal property manufactured home and that a taxing authority would rely on the
computer records on the Texas Department of Housing and Community Affairs (TDHCA) website to
verify the status of a homestead exemption as an alternative to a copy of a statement of ownership and
location. The bill would note the requirements necessary for a tax assessor-collector to enter into a
contract to establish an escrow account with a property owner for the payment of property taxes.

The bill would establish that a valid tax lien filed timely with TDHCA would be deemed notice of a
lien, require the payment of personal property taxes accrued on each January 1 within 18 months of
the date of sale in order to transfer title, place limits on the use of tax warrants in foreclosure, and give
taxpayers the right to designate payments to a tax year.

Under the bill, a person with ownership interest in a home who believed that a collector or appraiser
was acting in disregard of the law could file a complaint with the Comptroller. The bill would require
the Comptroller to receive complaints, conduct administrative hearings, issue mandates, and forward
unresolved complaints to the Attorney General's Office. District courts would impose fines and
penalties for failure to comply with the Comptroller's mandates.

The bill would require a taxing unit to provide a prospective buyer of a home with an estimate of
personal property taxes due, accept payment in escrow, apply payments when due, and notify a new
owner of any liability that might be due. The bill would allow a prospective buyer (when seeking
certification from a tax assessor-collector that taxes have been paid) to pay two years back taxes if a
home had been omitted from the tax rolls by mistake.

The bill would amend Chapter 1201 of the Occupations Code to expand the definition of a
manufactured home or manufactured housing, including new or used homes. In addition, the bill
would raise the amount of bond required from an applicant for a rebuilder license to $50,000 (from the
current $30,000) and for an installer's license to $50,000 (from the current $10,000).

The bill would reactivate the currently inactive Manufactured Homeowner's Recovery Trust Fund
0926 as the Manufactured Homeowner's Recovery Fund.

The bill would require a retailer to surrender the original manufacturer's statement of origin at the first
retail sale and apply for a statement of ownership and location within 45 days. Failing to meet the
deadline, if repeatedly violated, would lead to the revocation or suspension of a license and allow the
board to assess administrative penalties ranging from $1,000 for a first violation to $4,000 for each
subsequent violation. Persons not licensed or failing to take required actions would face an
administrative penalty not to exceed $10,000, plus other reasonable fees and expenses. Persons
operating without a license would commit an offense punishable as a class A or B misdemeanor and
would be liable for damages. Violations would be subject to an administrative penalty not to exceed
$1,000 per day for each violation. Penalties would be deposited to the credit of the fund.

The bill would amend Chapter 347 of the Finance Code, relating to the rights and responsibilities of an
owner of a security interest in a home and the precedence of liens on a home.

The bill would take effect immediately upon enactment, assuming that it received the requisite two-

thirds majority votes in both houses of the Legislature. Otherwise, it would take effect September 1,
2007.

Methodology

The bill would broaden the definition of a manufactured home to include homes smaller in size than
"HUD-code" manufactured homes, sometimes referred to as "park models." Because there are no data
on the number of these homes in existence, the fiscal impact of this provision cannot be estimated.

The bill would amend Chapter 11 of the Tax Code to clarify that a homestead exemption may be
claimed on a personal property manufactured home and that a taxing authority would rely on the
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computer records on the Texas Department of Housing and Community Affairs (TDHCA) website to
verify the status of a homestead exemption as an alternative to a copy of a statement of ownership and
location. This language would not change current law regarding the eligibility of mobile homes for
homestead exemptions, and it would not create a significant cost to local governments or to the state.

Under the bill, a person with ownership interest in a home who believed that a collector or appraiser
was acting in disregard of the law could file a complaint with the Comptroller. The bill would require
the Comptroller to receive complaints, conduct administrative hearings, issue mandates, and forward
unresolved complaints to the Attorney General's Office. District courts would impose fines and
penalties for failure to comply with the Comptroller's mandates.

The bill would raise the amount of bond required from an applicant for a rebuilder license to $50,000
(from the current $30,000) and for an installer's license to $50,000 (from the current $10,000). There
would be no fiscal impact to the state for this change.

The bill would authorize administrative penalties ranging from $1,000 to $10,000, plus other
reasonable fees and expenses for violations.

The administrative cost estimate to the Comptroller's Office reflects the costs associated with the
handling of complaints, administrative hearings, and mandates, which would require two hearings
examiners with associated administrative costs. This cost is expected to be $240,840 per year and
require 2 full time employees for each year. This cost is not reflected in the above table.

The administrative cost estimate to TDHCA reflects costs related to disciosing the name and address
of the person obligated on the taxes and amount of each lien on a tax lien recording. The bill would
also require TDHCA to provisionally record a lien on a record that reflects a taxpayer name that is
different from the name of the owner and requires TDHCA to notify the appraisal district of the
disparity and allow the taxing authority to resubmit an amended tax lien reflecting the name of the
owner of the home within 60 days of notification. The cost is expected to be $905,000 in fiscal year
2008 and $897,200 per year beginning in fiscal year 2009 and require 3 full time employees for each
year.

The bill would create the General Revenue-Dedicated - Homeowners' Recovery Fund and terminate
the Manufactured Homeowners' Recovery Trust Fund in the General Revenue Fund. This fund would
generate approximately $900,000 each year in fees and TDHCA anticipates that approximately
$300,000 each year will be expended for carrying out the specific purposes of the fund.

The Office of the Attorney General (OAG) reports that the Manufactured Housing Division of the
Texas Department of Housing and Community Affairs currently has no staff attorneys. The
Department relies on the OAG’s Administrative Law Division (ALD) for all general counsel work,
enforcement work, and administrative law litigation.

Greater need for enforcement in this industry has been identified as a problem affecting the rights of
consumers. Sec. 18, subsection (g) creates new enforcement authority for the Department that will
require action by ALD. Sec. 32 creates additional new due process hearings and suits for injunctive
relief and civil penalties--the ALD estimates that this will have significant impact in order to
accomplish the goal of greater enforcement. As a result, the OAG would require 1 attorney in each
fiscal year 2008-2012.

It is estimated that one FTE attorney will also be required to assist the Department in analyzing and
implementing this bill, based on the complexity of the issues--taxing, lien recordation, and
enforcement, and based on historic use of general counsel services for this purpose by the Department.

The OAG’s Administrative Law Division would require, in each fiscal year 2008 -2012, one Assistant
Attorney General II (AAG) to handle enforcement work and one AAG IV to handle general counsel
work associated with passage of the bill. The cost in fiscal year 2008 is $192,080 and $1 76,640 in
each fiscal year thereafter. The OAG will require an appropriation and additional FTEs beyond the
FTE cap for the FY 2008-2009 biennium.
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Note: This legislation would do one or more of the following: create or recreate a dedicated account in
the General Revenue Fund, create or recreate a special or trust fund either with or outside of the
Treasury, or create a dedicated revenue source. Therefore, the fund, account, or revenue dedication
included in this bill would be subject to funds consolidation review by the current Legislature.

Technology

There would be a technology cost to the Department of Housing and Community Affairs of $7,800 in
fiscal year 2008 and $4,800 in fiscal year 2013. There would also be a one-time technology impact to
the Office of the Attorney General of $2,787 in fiscal year 2008 for network stations and software.

Local Government Impact

Costs to local tax collectors would depend on the number of instances in which personal property
taxes have not been levied by the taxing unit and there is a prospective buyer of the manufactured
home. Most of these costs would be for letterhead, postage, and personnel time to collaborate with
TDHCA and new owners to clear up any outstanding tax or escrow issues.

In addition, the bill could have a negative fiscal effect on local taxing authorities by deleting liens not
matching TDHCA records. Without a lien on file, a taxing authority would see a loss of tax collection
revenue.

Source Agencies: 302 Office of the Attorney General, 304 Comptroller of Public Accounts, 332
Department of Housing and Community Affairs

LBB Staff: JOB, JRO, SD, JM, AH, SIS, KJG
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